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NATIONAL POLICY AND ISSUES 


*JINGJI GUANLI' ON LEARNING FROM ADVANCED UNITS 


HK291410 Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 9, 15 Sep 81 
pp 3-6 


[Article by Xu Yunbei [1776 6663 0554]: “Learn Advanced Experiences, Strive to 
Improve Economic Effect of Light Industrial Production” |] 


[Text] In responding to the call of the 6th plenary session of the llth CCP 

Central Committee, the broad mass of staff and workers of light industry, proceeding 
from reality, are earnestly learning from the advanced experiences of Shanghai 

with full confidence in victory. They are unremittingly improving the levels of 
technology, administration and management, and vigorously developing the production 
of consumer goods, so as to make new contributions in constructing a modernized, 
highly democratic and powerful socialist country with high-level civilization. 


As pointed out by Premier Zhao Ziyang in the plenary meeting of the State Council, 
the way to get rid of the present economic predicament lies in the improvement of 
the economic effect; we rely in the first place in readjustment and in the second 
on reform. Readjustment and reform will enable the national economy to develop 
harmoniously and grow steadily, and to achieve a healthy cycle. From now on, in 
developing the national economy, we will no longer depend mainly on establishing 
new plants and expanding the scale of capital construction, but on giving play to 
the existing enterprises. We must make every effort to tap the latent power of 
these enterprises. On the other hand, Premier Zhao Ziyang pointed out that one 
of the practical wavs to improve industry in the interior and tap its latent 
power is to learn and borrow advanced management and administration experience and 
technology from coastal areas, in particular Shanghai. This has shown us the 
direction and significance of learning advanced experiences. 


Far back in the 1950's, the light industrial trades began to carry out activities 
of learning from the advanced experiences of Shanghai under the leadership of 

part. Committees and governments at different levels. Since the third plenary 
veession, particularly this vear, there have been new developments in the activities 
‘f learning from Shenghai, coastal areas and advanced units under the call put 
forward by the leading comrades of the party's central authorities for trans- 
planting the advanced experiences of Shanghai. In provinces and cities such as 
Hubei, Tianjin, Jiangsu, Sichuan, and so on, activities of this kind are developing 
in span and in depth. In the past few years, in organizing such activities, some 
good ways have been invented and fine effects have been achieved in different 








reas. site a lot of ent in trou ry ine eir Situation and 

aueht up with ad i units. mits alread’ . 1 as advanced ones have 

narrowed the gap between ther and Shanghai. In the meantiae, Shanghai and other 
sisc x ences from the interior. 


According to the experiences of different areas, the following problems should be 
emph2tically solved in learning from advanced -eriences of Shanghai. 

l. Enhance Understandi: and Intersify th Three Learnine™” Activities 

ndustrial cities such as Shanghai, Tiaajin, Guangzhou, and so on possess a lot 

f advantageous c tions since their light industria! production has been 
developed quite ear! mong them Shanghai is the most outstanding one which, 
being the oldest and largest industrial base in our -try, has a history of lieht 
industr nore than ! ears. Shanghai is also an important base for scientiiic 
research and port, whi oroduces many famous-brand products and keeps an 


advanced level in production cechnology and in management and administration in 
the country. The leading cadres of the State Council have pointed out that impor- 
tance must be attached to key cities and famous-brand products in developing the 
consumer coods production in our country. By and large, Shanghai is maintaining 
hi lev lination between specialized departments, it is advancing in 
well-oriented production direction and possesses an advanced technological 


contingent, well transformed equipment, a high level of administration and an agile 
information network. Thus it can produce a vast variety of products of high quality 
which, being strong! mpetitive, can enliven the market and achieve a great 
economic effect. According to statistics made by the Light Industry Department, 

mn 1989, the able-bodied productivity in Shanghai was higher than the average level 


‘f the whole country by 194.73 percent; the output value derived from every 100 

uan of fixed assets in Shanghai was higher than the average level of the whole 
untry by 120.82 percent; the profit produced from every 100 yuan of output value 

in Shanghai was higher than the average level of the whole country by 107.72 percent. 
f the light industrial trades in all major cities throughout the country can attain 

or approach the level achieved by the same trades in Shanghai, the output value and 

the tax income will be ereatly increased, with the fixed assets remaining unchanged, 

ether words, without investment from the state. Therefore, learning from 
hanghai, coastal areas and advanced units is a shortcut for developing light 


industrial production. 


The economic organizational structure, production technology, and management methods 
‘f Shanghai have incorporate advanced ccmponents originating from abroad while 
embodving good experiences of our own. Therefore, learning from Shanghai is more 
ictical and effective than learning from foreign countries. At present, in 

further re. diusting the economy and vigorously promoting consumer goods produc- 
tion, to transplant the advanced experiences of Shanghai is an act of practical 
sienificance to further organizing production and integration, tapping the potential 
f the existing enterprises, improving labor productivity and the economic effect, 
and enhancing the development of light industry. In this sense, the immediate 

irpose of the “three learning” activities is to enhance the rapid development of 
icht industry in the interior. 


’ 
’ 











In the future, the economic construction of our country must follow a new path which 
takes intension and expanded repro the dominant factors. We should mainly 
depend on tapping potential, renova n and restructuring of old plants to make 
them keep on attaining a new level technology. Therefore, learning from Shanghai, 
from cvastal areas and from advanced units are definitely not provisional measures 
or merely a general problem concerning the working means, but a strategic problem 


7 . . - 


concerning giving full play to the superiority of the socialist system, upholding 
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the guideline which mainly stresses the principle of self-reliance, unremittingly 
satisfying the needs of the broad masses of the people, better promoting the 
nc 


production of consumer goods and achieving greater, faster, better and more 
economical results in devel our country’s light industry. 


While the whole country is learning from Shanghai, coastal areas and advanced 

units, Shanghai and coastal areas also have to learn useful things from the interior. 
as well as advanced ter mology and administrative experience from foreign countries, 
and conscientiously overcome their own shortcomings and weak links, so as to 

enhance the quality and variety of products, administration and technology to a 

new level. So, with Shanghai bringing along the interior and the interior in its 
turn pushing Shanghai, both are closely linked together to unremittingly raise our 
country’s Light industry to a new level through the activities of learning fron 

and helping each other. 


2. Learn How to Enhance the managene t, Technological and Administrative Level 
of Light Industry and Improve the Quality of Products and Economic Effect 


Indeed we can learn a lot of things from Shanghai. But, in doing so we must grasp 
the key ] ink. 


First of all, we should learn from the proletariat of Shanghai their glorious 
revolutionary tradition and pioneering spirit of arduous struggle. The Shanghai 
proletariat have accumualted rich experiences in the anti-imperialist antifeudal 
struggles over a long period of time. They have a weet political consciousness, 
with a good working attitude ond strict working discipline. Confined in smail 
and narrow factory buildings, they create wealth for the eople and society, 
unremittingly surmount technical difficulties and strive to attain new technolo- 
gical heights, while making nothing of hardship. In carrving out the “three 
learning” activities, we must strenathen ideological and political work again and 
again, and integrate it with production activities. With the Shanghai proletariat 
as our model, we must enhance the political consciousness of the broad masses of 
staff and workers, give full play to the role of the proletariat as masters and 


thus make new contributions to light industrial production. 

In the second place. we must learn from Shanchai advanced technology. Science 

ind technology ars roductive forces. With rich technological forces, Shanghai 
has closel inteprat: ientific research with production, and the introduction 

f new technolos th self-innovation. They have actively adopted new tech- 
nology, unremittingly renewed old equipment, transformed old enterprises, and kept 


mn raisine the productive technological level. In carrying out the “three 
learning’ activities, we should learn their experiences in attaching great 
importance to the pr ‘ttion of technological work and advanced technology, 








tr t t fF ¢ ica ll plays ‘ 
! i unremitt.agiv raisi c technological ié 
r t re emen perience from Shanghai. At present, 
f owe er t t str t rises le country, the standard 
rT na t neral! - wot conform toc the needs 
r t z : ver the years a whole set 
er ich i ‘ ingly displayed in some 
é n low. é cientiously done the basic 
: t nt. ention to rket investigation, the 
te rea t unremittingly ch act structure and technological 
t r t needs; have promoted famous-brand and 
; , i the quaiit roducts, and caught up with or 
t evel ; sOMeE sbroa Tt wave paid attention 
r effect. 5 < (ner re ons, Some enter 
t rk betore completir st budgeting; but in Shanghai, 
ices. i t earnt » < reali care about ¢ 
r i € anc the exploitat o intellect. 
: 3t nsistent with the lev { development of the 
rs, Shanghai ipheld the principle of “cualit 
: , e kev link, r tarted from basic work t 
: tion, technology, tin ance, labor, operation, 
ttinglvy raised the level of production technology. 
salit trol. overall economic accounting and the 
borer e been rri out, the « nomic responsibility 
igorot ni:orced, various forr ave been adopted to integrate 
? t 3 Tfect and ecor prorit. So the initiative 
ter ¥ rke has been mobilized. The job technology 
ons i t ten ym of responsibility system. There are both job 
t te for workers and for cadres. Under these systems, everyone 
’ en rise « exercise his own power, fulfill his own responsibility and 
} to r ations. Hence, the enterprise can be turned into a complete 
nul 3 and labor coiiective. In realizing the improvement 
lite a t nits have solidly organized comprehensive experiments 
iali atrol i ippointed workshops, teams or grours according to their own 
ditions n enforcing economic accounting, the economic accounting system headed 
sy accountants has been set up, and those unified fixed amount systems concerning 
itters iS raw material consumption and capital expenses, and so on, have 
een wor ke ut. Many trades have set up unified procedures for cost accounting. 
me enterprises have practiced trilevel administration and bilevel accounting; 
me other enterprises have enforced trilvel accounting and the cashier's cheque 
stem, and have thus incorporated the masses in the accounting and made the 
tem mor mplete with all aspects of targets, assessment, analysis and announce- 
if nsiderec. 
n brief, the “three learnine™” activities, we must enhance the levels of manae- 
ent, act stration and technology through learning from the revolutionary spirit, 
advanced technology and administrative experience of the Shanghai proletariat. 
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Must Be Adopted in the Activities of “Three Learning” 
t t a" . i ti rrincipie of iuntar aria ipation iim 
t learning from Shanghai, coastal areas an xivanced units, 
ed biliz he initiative of four aspects: the initi.ttive of the related 
rt | enterpris« of the supporting areas; that f the staff and workers 
rting enterprises; that of the related departments and enterprises of 
pport ir ijreas; and that of the staff and workers of supported enterprises. 


ne ne hand, we must uphold ideologicai and political work, strengthening the 


era t of vi ind giving full play to the spirit of socialist extensive 
ition. t ther, we must implement the principle of voluntary participa- 


11 benefit. those who learn have the right to choose and those who 
: i with extra burdens. Onlv in this way can the activities 


t irried out in depth and be sustained. For the transfer 
f te » we must work out the way to solve the problem of 
. jhould encourage technological innovation and invention as well as 
thead | aijoption and vcopularization of new technology. Economic compensa- 


ist be made for techn sical support and administrative service. An appro- 
late iministrative service charge or technical service charge should be paid 
ting enterprises by those loss-suffering enterprises which have received 
rt ud therefore managed to effectively cut their losses. For those enter- 
es which su ed in turning losses into profits with the support of others, 
ertain proportion can be drawn from the surplus profit they have made as a 
rvice harge. For those enterprises which originally did not suffer from losses, 
have s eeded in improving economic effect with the support of others, a 
rtain amount of service charge can be drawn from the increased portion of profit. 
ic compensation should also be made for single items of technological support. 


w great a proportion should be drawn as a service charge should be set down 


through bilateral negotiation according to the degree of difficulty and the value 
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NATIONAL POLICY AND ISSUES 


"JINGJI GUANLI' ON ENTERPRISE REORGANIZATION 


HK101424 Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 9, 15 Sep 81 
pp 33-35 


[Article by JINGJI GUANLI reporter: "The Urgent Task on Hand Is to do Well in 
Enterprise Reorganization" ] 


[Text] Recently the State Economic Commission convened, in Beijing, a group 
discussion meeting on enterprise reorganization. The meeting conveyed the direc- 
tives of the leading cadres of the State Council on the topic. It exchanged the 
advanced experiences of the various localities on enterprise reorganization and 
improvement of enterprise management and control, suggested the standard or 
criterion for reorganization and discussed what principal work has to be grasped 
in the current reorganization of the enterprises. 


Since the 3d plenary session of the llth CCP Central Committee, the implementation 
of the eight-character policy of readjustment restructuring, reorganization and 
upgrading, the expansion of the decision-making power of the enterprises and 
putting into full play the function of regulation by market mechanism under guidance 
of the state plan have given the enterprises new vitality and improved their 
awareness of doing a good job of reorganizing. The enterprises have generally 
achieved good results in such aspects of work as improving the economic results, 
continuing to grasp reorganization and construction work, and promoting all-round 
quality control, business accounting and training of personnel. Unfortunately, 

the development of the reorganization work is still very much unbalanced. Taking 
into account the present basic condition of the enterprises, we still cannot give 
too high a rating to the results of our work done in enterprise reorganization. 
According to an analysis made by Beijing Municipality covering 893 enterprises 
under its 12 bureaus of industry, the distribution in the rating of the enterprises 
was as follows: lst rate, 27 percent; 2d rate, 65 percent; and 3d rate, 7 percent 
[total of 99 percent as published]. A similar analysis made in Tianjin Munici- 
pality on 634 enterprises under its five industrial bureaus produced the following 
results: lst rate, 16.3 percent; 2d rate, 70.5 percent; and 3d rate, 13.2 percent. 
In Sichuan Province, the results found from an analysis of 1,293 enterprises were 
as follows: 1st rate, 26.8 percent; 2d rate, 58.7 percent; and 3d rate, 14.5 
percent. Although the criteria used in rating were not exactly the same among the 
localities, we still can conclude from the number of 2d and 3d ratings the following 
observations: the leadership groups of a considerable number of enterprises 

still cannot meet the demands of the current new situation; many of the enterprises 








still neglect ideological and political work and fail to grasp firmly the training 
of their work teams; many enterprises do not perform their basic work in a down- 
to-earth manner, the standard of their management is low, consumption of materials 
high and there is much waste and extravagance and poor economic resuits; some of 
the enterprises have such symptoms as confusion in management work, lax labor 
discipline, substandard products but high production costs, increased deficits and 
even the making of false reports and violation of the general economic code. 

it is clear that failure to solve these problems will be ext.cemely disadvantageous 
to putting the enterprises in gocd order, to maintaining a steady growth of our 
national economy, and stepping up our economic readjustment. 


Enterprise reorganization is the most practical way to tap the hdden potential 

of the enterprises, to improve the economic effects, to increase receipts and to 
reduce financial difficulties. On a long-term basis, we must take a new road in 
economic construction. Hereafter, in developing the national economy, we cannot 
rely mainly on building new plants or expanding the scale of capital construction, 
but must rely on putting into full play the capabilities of our existing enter- 
prises. If we do not do well in reorganizing work, relying on the existing 
structure would just be empty talk. Hence, doing a good job of enterprise reorgani- 
zation is at present an important and urgent task in our industrial and comnuni- 
cations set-up. 


Enterprise reorganization must aim at ceriiin objectives. It must be directed at 
the existing problems of the enterprises. ““e work must be done in a down-to-earth 
manner. Formalism must be absolutely avoide.. At the group discussion meeting, 
the reorganization targets were set down as follows: 


1, An enterprise must have a leadership group which has the following four basic 
qualities: correct party demeanour, able to unite together in tackling problems, 
resourceful and capable, young in age and energetic. Both the factory director 
and vice director must be well versed in production technique and be knowledgeable 
in business management. 


2, A healthy factory director responsibility system and a system of workers" and 
employees’ representative assemblies, both to be under the guidance of the party 
committee, must be set up. Guidance from the party committee must be forceful, 
the employees’ democratic management work must be of high calibre, and there must 
be high efficiency in directing production and administration. 


3. There must be a working team which is high in consciousness, good in technique, 
well-disciplined and well-behaved. 


4, A responsibility system at various levels must be instituted. Basic management 
work must be comparatively speaking, perfect. There must be good results in such 
work as quality control, business accounting and training of personnel. 


5. There must be fulfillment of the state plan's principal technical and economic 
targets of quantity, quality, production cost of products and profits. They must 
approach or equal the advanced level of contemporaries in the province, munici- 
pality or autonomous region. 


10 











6. Improvement must be made in group welfare work and in the material and cultural 
life for the workers and employees. 


The group discussion meeting suggested the following main points in enterprise 
reorganization work: 


First, thoroughly reorganize and build up good leadership groups for the enterprises. 


The above are the key to enterprise reorganization work. Leadership organs of the 
enterprises and the enterprises themselves must proceed in a planned and methodical 
manner in organizing and readjusting the leadership groups of the enterprises. 

This year, work must first start on the leadership groups of the large and medium- 
size enterprises. The target set is that among the leadership groups of these 
enterprises, at least over 50 percent of the cadres must be well versed in produc- 
tion technique, must be good in business management and must be young and energetic. 
In the course of the readjustment, the capability of the leadership cadres must be 
earnestly examined, the policy of weeding out and retiring aged cadres must be 
further implemented and we must eliminate all those elements who were former 
followers of Lin Biao and "the gang of four" and are still retained in the leader- 
ship groups, or who are seriously inclined to ideologies of factionalism and are 
smash-and-grab elements. 


In the course of reorganizing and building up the leadership groups, there must 

be a clear-cut demarc tion of work between the party and the government. The 
plant directors must be fit and capable. They must be allowed to ~ffectively 
exercise their power of directing production and administration, and must be given 
full authority in production administration and in management of the enterprises. 


The work of readjusting and rebuilding the ideologies of the leadership groups must 
be well grasped. We must pay attention to cases of certain cadres being spiritually 
depressed or whose ideologies are ossified. Good party demeanor must be emphasized. 
The guiding thought in enterprise management should stress the importance of 
correctly handling the interest relationships between the state, the enterprise, 

and the staff. We must firmly resist the tendency of selfish departmentalisn, 

which disregards the interests of the state and converts public interests into 
private interests. 


Second, set up a healthy economic responsibility system and carry out well the 
principle of distribution according to work. 


We should start with the setting up of an economic responsibility system in enter- 
prise reorganization work and in this way improve enterprise management and control 
and overcome egalitarianism in the relationships between the state and the enter- 
prises and in the internal distribution within the enterprises. Industry will 

have no future if egalitarianism is not severely dealt with. On the contrary, 
making an enterprise implement a system of economic responsibility toward the state 
and also implementing an internal economic responsibility system can better combine 
the interests of the state, of the enterprise and of the individual worker or 
employee. It will bring into full play the socailist activism of the enterprises 
and their workers and employees. This is indeed a powerful economic motive force 
for enterprise reorganization. As for the form of the internal economic responsi- 
bility system of the enterprises, it should be determined in accordance with the 
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concrete conditions of the enterprise and the actual effects. We should probe the 
matter thoroughly and should not rush into a decision. At the same time, we should 
not follow a set pattern, as it is entirely possible that more than one form may 

be adaptable within one single enterprise. 


Third, thoroughly reorganize the basic lines of work and actively promote all-round 
business accounting and quality control. 


A problem which stands out in enterprise management at present is the weakness 

in the basic aspects of work. For certain of the enterprises, such symptoms as 
the unstable quality c* the products, high consumption rate, enormous waste, and 
poor economic results may all be attributed to this factor. Failure to solve this 
problem will make the institution of an economic responsibility system or the 
implementation of business accounting just empty talk. The discussion meeting 
suggested that within this year and next we should take grasping of the basic work 
in enterprise management as a vital task. First of all, we should review and put 
in order one by one such aspects of work as those concerning records, statistics, 
measurement, inspection, labor quotas, quantity of materials used, in particular, 
energy consumption, and so on. 


We must combine all-round business accounting with the institution of an economic 
responsibility system. By means of all-round business accounting, an enterprise 
should be able to bring about the correct combination of the economic capacity, 
economic responsibility, economic effects and economic interests of each and every 
one of its economic units and staff members. 


We must continue to promote all-round quality control and strive to improve the 
quality of the products. Those enterprises finding deterioration in the quality 
of their products must correct this as soon as possible. All enterprises must be 
governed by the thought of quality first and responsibility to the users and 
gradually set up a system of "quality guarantee.” 


Fourth, strengthen ideological political work and do a good job of training and 
improving the ranks of the workers and employees. 


In training the workers’ ranks, we must start with strengthening the four basic 
principles of observing discipline, being law-abiding, fostering a spiritual and 
civilized education, and a high ideological consciousness. These must be combined 
and must progress in a planned manner with two other phases of work, namely, 
training and cultivating the workers and improving the quality of technology and 
business. At present, we must study and firmly implement the spirit of the 6th 
plenary session of the llth CCP Central Committee, improve our understanding, 
augment our unity and make the cadres and the populace take the interests of the 
whole into acvount, enhance their enthusiasm, obey labor discipline and perform 
their job well. 


Fifth, strengthen democratic control. 


All enterprises should earnestly carry out the directions of relevant directives 
from the central government, fuoly arouse the enthusiasm of the extensive masses 
of workers and employees as masters of their own house, and firmly protect their 
democratic rights. 
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Sixth, firmly enforce financial and economic discipline. 


The enterprises must work hard toward the goal of improving management and control 
and improving time economic effects. They must use upright methods and upright 
tactics to pursve w>right interests. At present, certain enterprises are still 
inclined to such practices as concocting various pretexts with dubious motives, 
wantonly granting awards, converting public interests into private interests and 
damaging public interests to fatten private interests. Some violate financial and 
economic discipline, retain remittances to the state or reciprocally detain or 
delay payments to each other. Some even evade taxes. Such improper practices 

and tendencies to departmentalism must be firmly rectified. Leadership organs at 
various levels should firmly protect the legitimate interests of the enterprises. 
The enterprises themselves are entitled to resist any kind of unreasonable 
extortion or demand. 


At present, many advantageous conditions exist for doing a good job of enterprise 
reorganization. The "Resolution on Certain Historical Problems Since the Founding 
of the PRC" adopted at the 6th plenary session of the 1lth CCP Central Committee 
provides powerful political power for carrying out the various kinds of work in 
connection with enterprise reorganization, while implementing the economic responsi- 
bility system provides an economic motive force for enterprise reorganization. 

In the various areas, districts and departments there are many advanced enterprises 
whose successful experiences are well worth copying. Therefore, if only the party 
committees and people's governments at various levels and the various levels of 
leadership organs can earnestly strengthen their concrete guidance over this work 
and if the extensive masses of workers and employees of the enterprises can exert 
their efforts, it is certain that we can achieve even bigger and better results. 


CSO: 4006/106 
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PLANNED PRODUCTION, UNPLANNED PRODUCTION 
HKO21502 Beijing JINGJI YANJIU in Chinese No 9, 20 Sep 81 p 3-9 


[Article by You Lin [2589 2651] of the Research Office under the Secretariat of the 
CCP Central Committee: ‘Planned Production Is Primary, Free Production Is Supple- 
mentary’ | 


[Text] In 1956, a vear when China’ socialist transformation of private ownership 

of the means of production was basically completed, comrade Chen Yun made the follow- 
ing suggestions on improving China's production plans: "The major part of industrial 
and agricultural products throughout the country are produced in a planned way but at 
the same time, some of the products are produced freely according to market conditions 
and within the limits permitted by state planni’ 7. YFianned production is the major 
part of industrial and agricultural production #..ile free procuction according to 
market conditions and within the limits permitted by state planning is a supplement 
to planned production.” Earnestly studying comrade Chen Yun's suggestions is of 
great significance in exploring how to reform China's planning management system 

and how to treat the regulation by market mechanism in a planned economy. In my 
opinion, the above-mentioned suggestions are applicable today and will be so for a 
considerably long period of time in future. 


[. Planned Development Is The Basic Characteristic Of The Socialist Economy 


Any society must regulate production through the distribution of working time. But 
it is only when the society has entered the state of socialist society that it can 
regulate production conscientiously and the social economy can develop a planned 
way as a result. 


In the course of commodity production based on private ownership of the means of 
production, the necessary relations between different commodity producers are in- 
dispensible conditions for the normal progress of social production. However, pri- 
vate ownership separates the relations and only through the exchange of labor pro- 
ducts onthe market can these kind of relations be established. The producers lose 
their power of control over social relations in this respect. The distribution of 
social labor in various departments is entirely at the mercy of the regulation by 
market mechanism. Specifically speaking, when much labor is poured into the depart- 
ments, their products will go down in price or even not sell well and then social 
labor will move on to opposite departments. After a certain period of time, the 
social labor, in the departments it flowed into, will become excessive and it will 
again flow into other departments. Thus people turn around blindly in the wake of the 
market. In the course of suffering continuous damage, the minimum proportional re- 
lations of the social economy are maintained. 
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After the capitalist mode of production came into being, on the one hand, socialized 
production replaced individual production, and on the other hand, the ownership of 
the means of production by the workers was changed intc ownership of the means of 
production by the capitalists. In the capitalist enterprises a planned division of 
work with strict organization is practiced. But social production is still subject 
to the spontaneous division of work, thus an anarchical state of affairs becomes 
more aggravated. In these circumstances, the marxet has simply become omnipotent 
God, and its role has been brought into the fullest play. Independent and scattered 
producers fight at close quarters here and are lashed by the market, running around 
here and there. True, this brings external pressure to bear on the producers and 
promotes the development of capitalist production, and provides the various producers 
with the only form in which they can interrelate so that the various departments of 
social production can continuously grow from imbalance to balance. But it also causes 
enormous waste of social wealth and causes continuous and grave damage to productive 
forces. ‘'f it is tenable to say that the spontaneous regulation by market mechanism 
has played a great role in the progress of society, then it is jvrstified to say that 
this progress was won at great cost. 


The traditional and philistine economists have all along persisted in advocating that 
the capitalist economy is a machine that regulates itself, and maintained taking a 
laissez-faire attitude towards it and opposing state intervention in economic matters. 
However, with the development of productive forces and the increasingly acute contra- 
diction between socialized production and the ownership by the capitalists, the 
bourgeoisie was forced the change the concrete forms of relations of production, from 
private capital to stock capital and from private monopoly to state monopoly within 
the limits of the fundamental capitalist system. In this course, the economic role 
of the state is becoming increasingly strengthened. At present companies or mono- 
polistic groups not only have considerably strict current plans but also are pursuing 
long-term plans, endeavoring to push the production and circulation of the whole 
society to a certain planned stage. The planned intervention by the bourgeois states 
has played a certain role in restraining this anarchical state of affairs but con- 
scious social regulation over production is out of the question. In these states 
most of the means of production are privately owned by the capitalists. The planning 
of the bourgeois states has no binding force over private enterprises. Rather, it is 
only in a position to encourage and restrict them by using the means of taxation, 
credit and subsidy. Therefore it has only a certain impact on the development of 

the economy but cannot determine the ccurse of social production and reproduction. 


It is only under socialism that social conscious regulation of production can be 
accomplished. Under mature sociaiism, in which all means of production are owned by 
the whole society, labor becomes united labor on a society-wide scale. At this stage, 
the social eocnomy has become a big machine and an economic body in which all workers 
work in accordance with common planning. Instead of being blindly subject to the 
market, production is carried out in conformity with scheduled planning. This enables 
people to establish direct relationsiip between the amounts of social labor which 

are needed in production certain productions and the scope of social needs which 
should be satisfied by the products and carry out social production in close confor- 
mity with the needs of the whole body of workers; to frequently and consciously 
maintain the balance between the various branches of the national economy and various 
links of reporduction and develop the social economy in a coordinated way: to rational- 
ly use manpower and resources truly in accordance with the law of time-saving. All 
these indicate that carrying out planned production and planned distribution is 
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ral times superior to carry out production blindly at the mercy of the market. 
i course, under socialism, owing to the faults in planning work, there will possibly 
emerge disproportions in the economy. But the society can conscientiously regulate 


the disproportions in the economy and not allow them to develop to an extremely 
serious extent. This is also the superiority of planned production. 

irue, as the mair regu! r of production, the market at one stage played a great 
role. But if society has developed to a stage in which production is carried out 
according to scheduled planning and in reality, production has been carried out in 
such a way, then we oust have a different evaluation of the role of regulation by 
market mechanism. In the past, there was over-rigid and excessive control by state 


planning and no attention was paid to giving full scope to the role of regulation by 
' rmore, planning itself was not so scientific and did not 

th e demands of the objective laws, and for this purpose both 
ntire economic system and in the planning management system, large-scale re- 


market mecharism® anc, 


rm ld be carri Sut we must not negate the planned economy for this 
reason. There is an argument that the disproportions in China‘s national economy 
ind its irrational structure are the result of a centralized system. It is argued 
there will inevitably be such phenomena as issuing arbitrary orders and if we abandon 
the r lation by planning mechanism of a directive nature and establish the manage- 
nent system which fullv makes use of the market, thus we can assuredly develop the 
vationa! economy in a proportionate and coordinated way. According to this argument, 

capi.alist economy should have already have been guaranteed to develop the nation- 
| economy in a proportionate and coordinated way, because there is no regulation by 
lanning mechanism of a directive nature there and the role of the market has been 


brought into the fullest play. But it is precisely the proportional relations which 
re needed in the normal development of the capitalist economy which are needed in 
che normal development of the capitalist economy which often suffered damages, and 
it is only through accute turbulence and even crisis that the lost balance can be 
estored. What is the reason? It is because people were subject to the spontaneous 
of the market and all social production was in a state of anarchy. In fact, 
ne bourgeois economists have long disbelieved that the coordinated development of 
the capitalist economy could be ensured by relying mainly on regulation by marxet 
sechanism. Keynes, who was once looked upon as sage, by the monopolistic bourgeoisie 
nd its political representatives in various countrizs, advocated discarding the 
oolicy of laissez-faire and practicing regulation by the state several decades ago. 
his does not mean that Keynes and his successors were wiser that their predecessors 
were. It was because the productive forces had developed to such a degree that 
orivate capitalism could no longer control them. Thus, if they did not treat pro- 
ductive forces, as far as was permitted by the capitalist relations of production, 
as social productive forces, it would be difficult for the capitalist system to 
survive. It can be seen that carry out planned regulation by society is, in the 
final analysis, the objective demand of the development of the socialized productive 
forces. If we say that under capitalism, in which there were no social conditions 
for so doing, the bourgeoisie had to conform to the requirements of productive 
forces to a certain extent in order to practice regulation by the state, then why 
should we discard planned management and put the economy at the mercy of the market 
in a time when we do have had the social conditions for so doing? 


> ”, 
if + 


[t must be pointed out that I think that there is an intrinsic difference between the 
regulated economy of the bourgeois states and our planned management. The bourgeois 
economists call the capitalist economy a “market economy,” while we call the social- 
ist economy a “planned economy.” What is a planned economy? It is nothing but 

the national economy operated consciously by the society in accordance with the 
scheduled planning. It is precisely the planned economy which clearly indicates 
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that socialism is “the conscious socialist organization with planned production and 
distribution,” ("collected works of Marx and Engels,” Vol 20, p 375) and the 
“large-scale socialized and planned productiun (or economic system),” ("collected 
works of Lenin,” Vol 10, p 407) that is to say, these are two different social 
production organizations and two different economic systems. 


Some bourgeois economists tried to pass off fish eyes as pearls, arguing that there 
was no difference between the regulated economy of the bourgeois states and the 
socialist planned economy. For instance, some people say that “just like technology, 
planning is politically neutral,” “it can be realized in any social form." Some 
people say that the essence of planning is to create “favorable conditions for enabl- 
ing commerce to organize its own activities,” and so on and so forth. There were 
already some people who lump together these two things of different nature within 
the workers’ movement, arguing that the regulation of the economy by the bourgeois 
states means replacing, the capitalist principle of free competition with the 
socialist principle of planned production. This reminded people of the criticisms 
conducted by Engels of the viewpoints similar to this argument. At that time, some 
people of the bourgeoisie called every move taken by the state to intervene in free 
competition “socialism.” In criticizing it, Engels said: "If one believes this 
bourgeois fallacy, which even they themselves only pretend to believe, one will come 
to the conclusion that the state means socialism.” ("Collected Works of Marx and 
Engels," Vol 35, p 164) A state has a class nature. This is the crux of the matter. 
The more a bourgeoisie state strengthens its intervention in the economy, the more 
capital it amasses in its hands, thus becoming a more ideal general capitalist. The 
supreme and ultimate aim of its activities is the safeguarding of the capitalist 
system and the service of monopolistic capital. This has been not only tescified 

to by a large number of facts but also acknowledged by many bourgeois economists. 
(Hansen) [3352 2773], man of the hour in American economic circles said that during 
the two decades of the 1940's and the 1950's, "We have expanded the role of the 
government to an extent never dreamt of before. Instead of weakening the capitalist 
system, this expansion has brought a new motive force to the capitalist system, this 
expansion has brought a new motive force to the capitalist system." [Hansen] 
"Economic problems in the 1960's of the 20th century”] The bourgeois economists 

who maintained the stand of nonmonopolistic capital such as Adams and Gray (Ge Lei) 
{2706 7191] fairly pointed out that “regulation by the state has become a tool for 
establishing, safeguarding and subsidizing private monopolistic organizations," the 
regulatory organs have become safeguarding and subsidizing private monopolistic or- 
ganizations,” the regulatory organs have become the “houseboys of the owners ot 
enterprises they should regulate." (Bu Liu Ming) [4580 3866 2494]: "The crisis of 
modern bourgeois political economy”) A planned economy was born out of public 
ownership of the mean of production. It indicates in one important aspect the 
essence of the socialist economy. We must not confuse the intervention of the 
bourgeois states in an economy and a planned economy. 


Il. The Scope And Degree Of Planning Depend On The Degree Of Socialization 


A socialist economy must develop along a scheduled plan, but the scope and degree of 
planning in a certain period in a country depends on the degree of socialization and 
in addition to this. The degree of socialization depends on that of the socializa- 
tion of production. Therefore in the final analysis, the degree of socialization is 
determined by the level of development of productive forces. After the October 
revolution and during the civil war, a war time communist policy was practiced in 
Russia. Excluding economic measures, this policy mainly took certain military 
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t produ ppiy and distribution unde girect state administra- 


ti issing the market After the civil war came to an end, Lenin wisely dis- 
kward country like Russia where small farmers 
t : , overall planni uld not be practiced. Along with the 
to a new nomic p , the method of “replacing trade entirely with 
l organized product distribution” was ended. On the one hand, the scope 
the state as reduced. Lenin pointed out: "A complete, in- 
tegrat« p | at present equals a bureaucratic utopia.’’ He said in a 
irni t , ; it.” ("Col ted Works of Lenin,” Vol 35, p 473) As 
result, during t ears trom the adoption of the new economic policy to the 
issing say of Lenin, apart from the "All-Russia Plan for Electrification" (Lenin 
led it ve Se rty Program"), which was a long-range plan for transforuing 
sia, onl me departments formulated plans of development instead of a compre- 
lan for the whole national economy being worked out. On the other hand, 
the method f planni lanagement were changed. The decision of the 12th national 


mgress of the Russian communist party held in April 1923 clearly pointed out that 


it was necessary “to frequently and watchfulliy adapt oneself to the market conditions 
ind market relations." The “decision” read: "Now that we have adopted the form of 


i market economv, the state must give the various enterprises the necessary freedom 
to engage in economic acitvities instead of replacing this freedom by administrative 
ins; “most of the state-run industries should be organized into trusts, that is, 
into integrated enter; es which have extensive economic autonomy so that they can 

t freely in the market as exchanging units.” 


ris 


After Lenin passed away, Stalin led the people of the Soviet Union in carrying out 
socialist construction. In 1928, a year when the foundation of heavy industry was 


laid through the struggle for the industrialization of the socialist country and 

‘reat achievements were made in the socialist transformation of agriculture and the 
mass collective farm movement was in the upsurge, the Soviet Union already had the 
conditions for carrying out the first five-year plan for developing the national 
economy. It is undoubtedly correct to bring the national economy into the orbit of 
inned development once the conditions are ripe. The problem lies in the total 
egation of the regulatory role of the market over production and in ever-increasingly 

sive and over-rigid planning. wot only was it not suitable at that time, but 


in a considerably long historical period, even though productive forces have 
veloped remarkably but have still not developed to the full, it is not suitable. 
drawbacks are being increasingly so exposed that almost all countries that in- 


liscriminatel opied the method are having to confront the task of reforming the 
rlanning management system. 
inning management system was mainly copied from the Soviet Union in the 
irly stage of the founding of the PRC. In 1953, a year when the recovery period was 
t ended, we began our first five-year plan. At that time, owing to the coexistence 
five economic sectors, the plan was not all-inclusive. For instance, indirect 
planning was carried out in the nonsoctalist sectors of the economy. Quite a few 
onstruction projects and the production of less important products were put under 
regulation by market mechanism. Along with the basic completion of the socialist 
transformation of agriculture, handicrafts and capitalist industry and commerce, the 
ype and degree of planning had to be expanded and improved, but in looking back at 
the course we have taken, we found that the excessively and over-rigidly controlled 
planning did not tally with China's actual conditions. 
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At the present level of productive forces in our country, there is still a long 

way to go to fulfill the goal where the means of production as a whole is owned by 
the whole society and united labor is organized on a society-wide scale. Thus it is 
impossible to include all social production in an all-inclusive and unified plan and 
to directly carry out social planned regulation over all production. 


For a considerably long period of time to come, we must reserve, and appropriately 
develop, the individual economy in which there is no exploitation, and reserve and 
vigorously develop the collective economy of the working people in cities and the 
countryside. The former is a necessary supplement to the socialist economy and the 
latter is the major part of the socialist economy. It is needless to say that the 
State cannot exercise direct planned management over the individual economy. This 

is also so of the collective economy. This is because, if we exercise direct planned 
management over the collective economy, it will mean the negation of the collectives 
decision-making power and the negation of the fact that t ey are the owners of the 
means of production under collective ownership. What is more, since the collective 
production units are so numerous and scattered, the state is unable to exercise planned 
management over them. ihe state can only pass down targets as reference for the col- 
lective production units and guide them in pricing, taxes and credit, thus enabling 
their production to suit the requirements of state planning. For instance, the 
peasants who constitute 80 percent of the national population are still leading a 
semiself-sufficient life. The natural conditions of various localities for the 

state to put the production and livelihood of the various production teams under 
unified planning. Apart from fulfilling the state purchase and assigned quotas, 

what to grow and how much to grow should be regulated by the market to a great 
extent. The state can influence them through various ways but must not direct them 
on how to make arrangements for planting. In working out their production plans, 

the production teams must give consideration to the fulfillment of the state purchase 
and assigned quotas. The reference to the state planned targets and the guidance 
offered by the state through various economic methods will enable their production 

to have the aspect of production of the whole society and enable their economic 
activities to be commensurate with state planning. Therefore the fact that the state 


does not exercise direct planned management over the collective economy does not 
affect the fact that our economy is, generally speaking, a planned economy. 

Public ownership occupies a dominant position in the entire national economy while 
the state-owned economy must hold a leading position in public ownership. China's 
economy is thus at present and it will be so for a long time to come. Over the past 
two years, in the discussions on the reforms of the economic system, some comrades 
advocate abolishing or basically abolishing the state-operated enterprises. We 

must analyze this areument. It seems today that it is not necessary to run too many 
state-operated enterprises. It is not necessary for some enterprises in commerce 
and service trades such as small-sized public bathhouses, barbershops, restaurants, 
tailors (clothes shops) and retail stores to be run by the state. In quite a number 
of places these kind of enterprises have been changed into cooperatives or coopera- 
tive groups or have been assigned to be operated by a collective of workers and 
individual workers under a contract, thus resulting in quick and reasonable returns. 


In addition, small-scale enterprises and most medium-scale enterprises can be changed 


into enterprises which assume full responsibility for their won profits and losses. 
Beginning from last year, some enterprises have practiced the system of “practicing 
independent business accounting, taking responsibility for thier own profite and 
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such enormous financial strength to be masters of economic development. 

The American governments at various levels have obtained almost one third of the 
total national output value through taxes and other channels. In order to bring the 
state's coordinating and regulating role into play, as the bourgeois staies must 
obtain such enormous financial strength, then since we are resolved to carry out a 
planned economy, how can we hold nothing in our hands? Although the enterprises 
under the system of collective ownership and enterprises assuming full responsibility 
for their own profits and losses simply should proceed in carrying out their business 
activities from the interests of the whole society, they usually proceed from t‘e 
interests of their own units to a greater extent. Without the state-owned economy 
holding a leading position in the national economy, it is hard to ensure that social 
production as a whole will be in the interests of and fulfill the needs of the whole 
body of workers. 


State-owned enterprises should carry out production according to state planaing. 

In other words, the state should exercise direct planned management over its enter- 
prises. But it is generally acknowledged that the key point of the reforms of the 

economic system must be the extension of the decision-making power of enterprises. 


This is undoubtedly correct. However, the power of the enterprises of different 
types must not necessarily be the same. For instance, the enterprises assuming full 
responsibility for their profits and losses must have fuller decision-making pover 
and the state-owned enterprises must have fewer and less powers. Of course, this 
does not mean that we must not solve the problem of “eating from the same big pot” 
existing in these enterprises and not carry out reforms of the economic system. In 
order to establish some relationship between the operational results of the state- 
owned enterprises and the benefits thev receive, it is necessary to practice a profit- 
sharing system, and the enterprises are authorized to determine how to use the re- 
tained profits. The state management over enterprires should be appropriately re- 
laxed and the shortcomings of passing down too many targets to the units below, 

not allowing the enterprises room to give scope to their initiative and not allowing 
them to independently arrange production and marketing of their products through 
their own channels on the basis of the fulfillment of their targets must be ended. 
But generally speaking, state-owned enterprises must carry out production in accor- 


dance with state planning. This kind of enterprise constitute a minority of the 
total number of enterprises, but being large in scale (some are also medium-scale), 
the output value of these enterprises constitutes the greater part of total output 
value. If the production by the rural production teams used for fulfilling the state 
purchase and assigned quotas is included, the proportion of production according to 
state plannine will be still greater. 

If the above-mentioned production (and the part produced by the preduction teams for 
the fulfillment of the state pwrchase and assigned quotas) is carr ed out by the 
state-run department ind enterprises in accordance with state planning, then the 
major part of industrial and agricultural production is already carried out according 
to planning. The other enterprises, including the small enterprises which produce 


the means of production, im carry out free production in the Light of market con- 
dittons and within the limits of that allowed by state planning. Comrade Chen Yun 


specially pointed out that the enterprises should be allowed to work out their quotas 
and carry out the production of articles for daily use, handicrafts and small native 
products in accordance with market conditions. Only certain varieties should be 
subject to regulation by market mechanism. It seems today that those who should 


21 





me 


~“ 


rc 


—s 


- 


.? 





—_ uc > — = 
, _- 
~setaad ‘ . 
Ac » > 
s 4 ‘ 
> > 
-* . => « 
. i ws Tt 
°-, . 
. At -¢ 
* - 
ull | U 
sr ‘ o 
~~ & >» aus > > 
3 . o— - © 
<< —e & . - 
« ~  - > 
. ‘ % ‘ 
*} : 
iid > — 
.+ > 4 - —_ 
: . ec I 


ne ‘<< > 4 
— 4% «‘ . 
wed. pe in 
i< unt 
: . . 
ointi ‘ }aSt 
nec purcnasé 
Up) ement. 
-_ ; . : 
t : st t\u ~ % 2 
rocuction bdDut 
Lance 
? »} 
{) i . | 
5 > . 
: >» ww ee 
t). e 
i Ge} rt ents, 
some metal 
t lanned 
5 
hould be 
,; 4 
j ‘ 
ici iT in 
. 7 > . 
Tie | \rTror 
units, thre 


on the pot 


n other words, 


mt rne 


: Tex ie 








III. Discussions and Queries 


All of us have been unanimous in the proposition that we must have regulation by 
market mechanism. But there are still wide differences in views on the scale of 
regulation by market mechanism and the amount of regulation by market mechanism 
necessary as compared with the amount regulation by planning mechanism needed. 


Some comrades have doubts that production and supply can be divided into two parts 
with the major part being subject to planning (that is, the so-called "regulation 

by planning mechanism) nad at the same time, the other part being subject to market 
conditions (that is, the so-called "regulation by market mechanism"). First, they 
hold that regulation by planning mechanism cannot be separated from the role of the 
market and regulation by market mechanism cannot be separated from the guidance of 
planning. True, in commodity production, not only planned regulation but virtually 
all economic activities are subject to the role of the market. However, the problem 
here is not whether or not we should put goods onto the market and use the role of 
the market but is whether the production orientation and quantity are subjected to 
market conditions or to planning. What is meant by the so-called "role of the 
market?" Even if it means tiie regulatory role, that is to say, the production 
carried out according to planning is also regulated by the market, there should be 
the question of what is the main factor regulating production. How that there is 
the production subject mainly to regulation by planning mechanism and that mainly 
subject to regulation by market mechanism, it is still the question of division into 
two parts. Thus production and supply being divided into two parts is objective 
reality and not artificial. 


Second, some people worry that the method of taking planned production and circula- 
tion as the main part will stifle the economy. In fact, this worry is on unnecessary. 
The reason why our economy bec2me inflexible in the past is that we put everything 
under state unified planning, but the method of taking planned production and cir- 
culation as the main part enables the greater part of production and marketing 
(referring to product variety not output value) to be carried out freely within the 
limits of that permitted by state planning. Furthermore, the methods of planning 
should be improved. In these circumstances how can the economy be inflexable? At 
present, the reforms we are carrying out, of the economic system, have not reached 
the extent we expected but have already made the economy more active. If we further 
give scope to the supplementary role of regulation by market mechanism in the coming 
reforms of the planned management system, it is certain that the economy will become 
more active rather than becoming more rigid. 


Some comrades advocate that regulation by planning mechanism should be realized 
through regulation by market mechanism or through the market mechanism itself. No 
further explanation of how to specifically realize it was made. If we act upon what 
they have proposed, our economy will probably become a "market economy," somewhat 
affected by state intervention leaving only regulation by market mechanism with 
little sense of planning. 


Although some comrades agree with the proposition that production and supply should 
be divided into two parts, they want to use another method of division, that is, 
they advocate that the so-called macroeconomy (defined as; the proportion between 
accumulation and consumption in the national economy, the distribution of investment 
in state capital construction, the balance between social purchasing power and the 
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supply volume of commodities, the control of the total sum of wages and so on) should 
be subjected to regulation by planning mechanism, while the economic activities of 
enterprises (the so-called microeconomy) including what to produce and how much to 
produce should be subjected to regulation by market mechanism. It is undoubtedly 
very necessary to subject the major matters concerning the whole national economy to 
planning. But if the "macro" is wholly differeut from the “micro,” the "macro" will 
probably be made a mere figurehead, becoming just a “gentleman on the rampart." 

Just think, if all enterprises go their own way, how can a so-called "macro policy 
decision” in state planning play its role? If all enterprises carry out their 
activities at the mercy of the market, how can state planning be realized? So its 
practical results will probably be regulation by market mechanism without regulation 
by planning mechanism or the latter will, at most, play a coordinating role as in 
the planning of the bcurgeois states. 


It seems that the above-mentioned methods are not feasible, and the only feasible 
one is to uphold carrying out a planned economy and at the same time give scope to 
the supplementary role of regulation by market mechanisn. 


The major branches of production and circulation should be subject to planning and 
the rest should be subject to regulation by market mechanism. Those which are 
subject to planning should make use of the market as far as possible and thos sub- 
ject to regulation by market mechanism should subject themselves to the guidance 

of planning. The problems now are that planning still remains excessive and over- 
rigid and the role of regulation by market mechanism has not been brought into play. 
Therefore, it is necessary to gradually reform the existing planning management sys- 
tem. The aim of reform is to improve and strengthen the planned economy, provided 
we do away with the excessive and over-rigid defects of planning, improve the plan- 
ning methods, and raise planning to the stage of being scientific, it is certain 
that our socialist planned economy will be far more superior to the so-called market 
economy. It not only has no integral relationship with the disproportions in the 
economy, but it alone can avoid the drawbacks of the market economy. China's 
historical facts over the past 30 years have fully proved this point. 


CSO: 4006/97 
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NATIONAL POLICY AND ISSUES 


JINGJI YANJIU'ON PLANNED ECONOMICS 
HKO51435 Beijing JINGJI YANJIU in Chinese No 9, 20 Sep 81 pp 10-13 


[Article by Li Zhenzhong [2621 7201 0022]: "On the Subject of Planned Economics"-- 
footnote describes this article as the author's speech written in July 1981 and 
given at a forum convened in the same month] 


[Text] Planned Economics Is A New And Young Branch Of Learning 


Scientific theories in all branches of learning stem from practice. Planned econon- 
ics is no exception. 


Planned economics is a new branch of economics which came into existence at a time 
when human society entered the stage of socialism. With the achievement of victory 
in the proletarian revolution, changes have occurred in the econor‘c realm: The 
expropriators have been expropriated, the small producers have been subjected to 
socialist transformation, and a system of socialist public ownership of the means 

of production has been established. Thus, the system of exploitation of man by man 
has been completely abolished. This is the basic superiority of the socialist 
system over the capitalist system. However, with the establishment of the socialist 
economic system. A new and unprecedented task has arisen: How should society or- 
ganize and manage the national economy and how can we get the huge machine of the 
national economy to operate smoothly, so that the continuous expansion of social 
production and the continuous improvement of the people's livelihood can be ensured? 


On the basis of analyzing the contradictions of the capitalist economy, Marx and 
Engels put forth the principle that in the socialist society, social production must 
certainly develop in a planned way. Engels said: "When society gets to own the 
means of production, ...the anarchic state of social production will give way to 
planned and conscious organization." (Engels: "Anti-Duhring," in "Selected Works 
of Marx and Engels," Vol 3, p 323) "Then, society should consider what it can pro- 
duce with the resources in its possession. In the light of the relationship between 
these productive forces and the vast numbers of consumers, it should also determine 
the appropriate extent of any desired increase or decrease in production.” (Engels; 
"Outline of a Critique of Political Economics," in "Collected Works of Marx and 
Engels," Vol 1, p 615) Marx also clearly said that under the socialist system, "The 
social and planned distribution of labor time regulates the appropriate proportions 
between various labor functions and various needs." (Marx: "Das Kapital," People's 
Publishing House, 1975 edition, Vol 1,141 96) Lenin and Stalin enriched and develop- 
ed Marx's and Engel's ideas in the light of the practice of socialist economic con- 
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struction. Lenin held that, after the seizure of political power, the proletariat's 
main task ‘is to establish an extremely complicated and meticulous new organizational 
System and to produce and distribute in a planned way, those products which are 
essential to the survival of millions of people." (Lenin: “The Current Tasks of 

the Soviet Government," in "Selected Works of Lenin,” Vol 3, p 495) Stalin even more 
systematically discussed the planned development of the socialist economy. Undoubted- 
ly, the principle of the plannei development of the socialist economy, expounded by 
our teachers of revolution, is absolutely correct. Since its birth, the socialist 
society has been undertaking the great practice of developing the economy in a planned 
way in the entire society. In the course of this great practice, not only had the 
socialist economy attained unprecedented rates of development and achieved enormous 
successes in construction, but relatively plentiful experiences in managing the 
national economy in a planned way have also been accumulated. Planned economics has 
been founded under the guidance of Marxist-Leninist theory and on the basis of practi- 
cal experiences. 


fhe socialist society has opened up broad prospects for the planned development of 
the national economy, but this does not mean that all problems concerning planned 
levelopment have been easily solved. Actually, many problems still remain to be 
understood and solved. However, solving them needs time and a considerably long 
process of practice and understanding. Desirable results cannot be achieved in a 
short time. As a socioeconomic form, socialism only has a history of the 60 years 
yr so since 1917, when the October Socialist Revolution took place in the Soviet 
Union. This socioeconomic form has existed for only a short time. In our country, 
only 32 years have elapsed since the founding of the PRC in 1949, and thus, the 
history of our socialism is even shorter. Because of this historical reason, it is 
not surprising that the system of a socialist planned economy still has various im- 
perfections. 


The socialist planned economy embodies the essence and superiority of the socialist 
system. Undoubtedly, it has vitality. However, its history is, after all, not very 
long and it is still developing. People's knowledge of it is still continually 
deepening. Therefore, it is still impossible today for planned economics to attain 
naturity, whether on the plan of theory or methodology. In this sense, planned 


economics is still a young discipline. It will become increasingly more mature and 
perfect with the development of the practice of the socialist planned economy. 


[fhe Object Of Planned Economic 


The question of the object of various sciences is related to the orientation of 
development of the various disciplines and their basic contents. Therefore, the 
question of the object is of primary importance to every discipline. 


[In the past, there have been many views on the object of planned economics. At 
present, people still lack a unified understanding. This surely affects the building 
and development of this branch of learning. Therefore, the question of the object 

is of primary importance to every discipline. 


In the past, there have been many views on the object of planned economics. At 
present, people still lack a unified understanding. This surely affects the build- 
ing and development of this branch of learning. Therefore, studying and resolving 
the question of its object is of primary importance to the building of this branch 
of learning. 
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What kind of science is planned economics? Judging from its nature, as a branch of 
learning it is an economic science. However, this point does not clearly state the 
characteristics of its object and does not help us distinguish it from other economic 
sciences. I think that a precise statement of its object is that planned economics 
is a science concerning the planned development of the socialist national economy. 
Planned economics is not something illusory or incomprehensible. It is merely a 
theoretical summary of the practical experience acquired in the socialist planned 
economy. Therefore, the most crucial question it should answer is how to achieve 

the planned and propertionate development of the socialist national economy. This 
question is also tantamount to the basic task of planned economics. 


Comrade Mao Zedong said: ‘The sciences are differentiated precisely on the basis of 
the particular contradictions inherent in their respective objects. Thus the con- 
tradiction peculiar to a certain field of phenomena constitutes the object of a 
specific branch of science." (Mao Zedong: "On Contradiction,” in "Selected Works 

of Mao Zedong," People’s Publishing House 1966 horizontal typesetting edition, Vol 1, 
p 284) The subject under study in planned economics also contains some specific 
contradictions. The object that we have mentioned above clearly indicates the 
specific contradictions under study in planned economics, and hence points out its 
relationship with, and its differences from, other economic sciences. To more satis- 
factorily understand the object of planned economics, we need to discuss and explain 
it further. The above-mentioned object includes two contradictions which must be 
studied, namely that between equilibrium and disequilibrium, and that between having 
recourse to planning and having recourse to blindness. 


Let us discuss the contradiction between equilibrium and disequilibrium. 


What we mean by equalibrium and disequilibrium here refers to a comparison of social 
production and social needs in terms of space and time. Equilibrium is indispensable 
to the development of the socialist national economy. Without it, the national 
economy cannot develop soundly and rapidly. In the course of national economic 
development, any state of equilibrium will inevitably be disrupted, resulting in a 
new disequilibrium. In this sense, disequilibrium is also indispensable to the 
development of the socialist national equilibrium. An absence of disequilibrium 
implies that the national economy is stagnant. Thus, the socialist national economy 
develops amid the movement of the contradiction between equilibrium and disequilib- 
rium. Equilibrium is relative and conditional, whereas disequilibrium is absolute. 
Planned economics is aimed at studying, understanding and mastering the laws concern- 
ing the movement of this contradiction, so that equilibrium can always be consciously 
maintained. In this sense, planned economics is aimed at dealing with the constant 
and conscious maintenance of equilibrium on the scale of the entire society. Ina 
word, it is "the study of the comprehensive equilibrium of the national economy.” 


Let us discuss the contradiction of having recourse to planning and having recourse 
to blindness. 


What we call the constant and conscious maintenance of equilibrium actually means 
having recourse to planning, which is nonexistent in a society based on private 
ownership, and which is possible only when human society has developed into the 


socialist society, which is based on public ownership. However, in the economic 
life of the socialist society, blindness has not disappeared, but always exists on 
an extensive scale. Of course, this kind of blindness is essentially different 
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from the kind of blindness in capitalist production. Under the condition of social- 
ism, there are two categories ot blindness, namely subjective blindness and objective 
blindness. Subjective blindness refers to subjective mistakes in planning and gui- 
dance. It is manifested as the divorce of planning from objective realities. There- 
fore, plans that are divorced from realities represent blindness that contradicts 
the resort to planning Objective blindness means that various economic units carry 
it economic activities in their own different ways, departing from the track of 
inified national economic plans because each only cares about its own economic 
interests. heref« , those economic activities marked by each going its own way 
ind by departure from the track of unified planning also represent a kind of blind- 
ress that contradicts the resort to planning. The existence of blindness is due to 
irious reasons. There is a reason involving knowledge or the theory of knowledge. 


(here is an economic reason involving the differences in interests between two 
ifferent forms of public ownership and between the economic units under these two 
is of ownership. there is also an ideological reason, namely the serious influence 
old ideologies such as decentralism, departmental selfishness, local selfishness 

ind so on. Therefore, during the historical period of socialism, blindness will 
nermanently exist, so that the contradiction between having recourse to plans and 
having recourse to blindness will also permanently exist. Planned economics must 

study and correctly resolve this contradiction so as to reduce blindness and strengthen 


hese two contradictions are the specific contradictions under study in planned 
nomics, and also constitute the nature of its object. 

The Content Of Planned Economics 

The content of planned economics is determined by its object. In the light of the 

bject stipulated by us, the content can be summed up in three sections. 


First, the study of the theory, system and method of national economic planning and 
manacement. 


The study of the theory, system and emthod of national economic planning and manage- 
nt has not been given its due position in textbooks published in the past. However, 
it has become an important task which is studied by, and to which great attention is 
paid by, people at home and abroad. Over the past 20 years and more, many socialist 
‘ountries have been studving and practicing reforms of economic management systems. 
Such study and practice, without exception, are related to such major matters as the 
theory, system and method of planning and management. In particular, they are con- 
ce. .ned with such questions as what the socialist planned economy should be under- 
stood to be, how to undertake planning and management given the existence of commodity 
ind money relationship, how to build a planning system, how to achieve unified plan- 
1ing for the national economy, and so on. Planned economics should answer these 
questions. 


Second, exposition of the specific laws governing socialist economic processes. These 
laws mainly refer to those governing specific changes in the structure, rate of 
levelopment, proportional relations and economic results of the socialist national 
economy; those governing the interrelationships between, and changes in, the rate of 
levelopment and the proportions; and those governing the interrelationships between, 
ind changes in, economic results on one hand and the rate of development and propor- 
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tions on the other. This content can be summed up as the exposition of the laws 
governing the specific relations between, and the changes in, various processes in 
sccialist reproduction or various sectors of the national economy. In this context, 
not only is qualitative analysis necessary, but quantitative analysis must be well 
performed, because quantitative problems are inherent in rates of development, pro- 
portions and results. It is unimaginable that planned economics, as a science of 
economic management, can do without quantitative analysis. 


Third, exposition of the principles and methods of the formulation of national 
economic plans. 


How to formulate national economic plans is an important part of the content of the 
economics of planning. The process of formulating plans must generally include 

three stages: First, ascertaining the quantities needes; second, ascertaining the 
quantities of available resources; and third, achieving equilibrium between the 
available resources and the needs. To accomplish the first-state tasks, we must 

have correct principles and scientific methods. Although three are a large number 

of principles governing planning, they can be summed up in two categories, namely 
general principles and specific principles. General principles are applicable, in 

the long term, to the entire economy. Specific principles are temporarily applicable, 
or applicable on a partial basis. All principles, whether general or specific, serve 
as the basis for tackling complicated contradictions and relationships in the formu- 
lation of plans. The principles of planning do not arise out of nothing and they 

are not arbitrarily formulated. They arise from objective processes. They are 
conclusions which people draw on the nature of policies, in the light of actual 
circumstances and on the basis of knowledge of objective laws. Therefore, the correct 
principles of planning are scientific. Of course, we must not consider the principles 
of planning as osified, eternal and unchangeable. When circumstances change, old 
principles will be replaced by new ones. Planned economics must study and expound on 
these principles of planning, and they can then be correctly mastered and applied in 
formulating plans. There are also a large number of planning methods. These can be 
classified into basic methods and subsidiary methods. The method of comprehensive 
equilibrium is a basic method, whereas the methods of factor analysis, calculating 
proportions, drawing comparisons, fixing quotas and so on are subsidiary ones. 
Nowadays, we should lay special emphasis on the use of modern mathematical methods 

to serve the formulation of plans. As Marx said, a science can really attain per- 
fection only when it can successfully make use of mathematics. ("Reminiscences of 
Marx and Engels,” People's Publishing House 1957 edition, p 78) The problems of 
quantitative analysis in planned economics have certain characteristics: They involve 
a large number of calculations; they are related to many areas; and they are extremely 
complicated. To have timely and accurate quantitative analysis, we must use modern 
mathematical methods. 


The Question Of The Name Of The Branch Of Learning 


We have provisionally called this branch of learning "planned economics" in the fore- 
going analysis. Whether this is appropriate is open to discussion. 


The name of a branch of learning is determined by its object and content. Its name 

should relatively accurately reflect its content. Many names have been assigned to 

this branch of learning. We have chosen "planned economics" from various names used 
in the past because it is relatively compatible with the object and content of this 

branch of learning. It possesses two advantages compared with other names. 


29 








irst, it is distinct. The name of “planned economics” suggests that it is a branch 
»9f learning which studies the planned development of the socialist economy. The 
lanned economy is the essential characteristic of the socialist economy. It is only 
in the socialist society that reproduction is subject to planning. Therefore, the 

me, ‘planned economics,” helps draw a line of distinction between ourselves and 

se absurd arguments and theories which advocate subjecting the capitalist economy 

to planning. Moreover, this name is of great practical significance in adhering to 
the socialist planned economy and resisting the trend of thought which advocates 
displacing the planned economy with the market economy. 
se should idly and assuredly adhere to the viewpoint of the socialist planned 
second, the name is ncise. Some names used in the past are wordy and cannot be 


ead easily, for example, “principles of national economic planning,” “outline of 
national economic planning,” “moving toward planning for the national economy,” 
study of national economic planning,” and so on. Some comrades say that because 
me characteristic of this branch of learning is that it deals with planning for 
the national economy rather than for enterprises or sectors of the economy, the name 
i ie the words “national economic planning.” I think that, although this 
branch of learning deals with national economic planning, this does not imply that 
must include the words “national economic planning” in its name. The name, 
inned economics,’ can more satisfactorily give expression to this characteristic. 
lanned economy never refers to planning for individual enterprises or sectors. 
It actually refers to planning for social reproduction. Moreover, it should be 
sinted out that the basic principles explained in “planned economics” not only 
ipply to national economic planning, but also apply to planning for an enterprise, 
sector or a region. Plans for enterprises, sectors and regions are a constituent 
irt of the living structure of national economic plans and must be subordinated to 


ied planning for the entire society. 
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[in conclusion, we think that "planned economics" is a relatively appropriate name 


for this branch of learning. 
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NATIONAL POLICY AND ISSUES 


SUPERIORITY OF SOCIALIST PLANNED ECONOMY 
HKO61046 Beijing JINCJI YANJIU in Chinese No 9, 20 Sep 81, pp 14-21 


[Article by Zhang Zhuoyuan [1728 0587 0337] and Xing Junfang [6717 0193 5364] of 
Economic Research Institute of the Chinese Academy of Social Sciences: “Develop the 
Superiority of Socialist Planned Economy" ] 


[Text] I. Socialist Economy Is Planned Economy Based On The Public Ownership 
System 


The socialist economy is a planned economy. This is determined by its innate nature. 
It is built on the basis of the system of public ownership of the means of production. 
“Public ownership” here refers first and foremost to ownership by the entire society. 
Engels wrote: “Once society takes over the means of production, the state of anarchy 
in social production will be replaced by a planned and conscientious organization" 
(Engels: “Anti-Duhring,” "Selected Works of Marx and Engels,” Vol 3, p 323). When 
the entire body of laborers ccntrol the means of production and become the masters 

or owners of the means of production, naturally the control and use of the labor 
power of society will be in accordance with the interests and needs of the society 
and social production will be arranged conscientiously and in a planned manner. 
Hence, once the socialist public ownership system is established, objectively the 
planned development of the national economy will be inevitable and the social economy 
will fall under the category of a planned economy. 


A socialist planned economy is far superior to a capitalist market economy based on 
the private ownership system. It can eliminate the state of anarchy and the periodic 
economic crises of capitalism and conscientiously nad rationally utilize the manpower, 
material resources, financial power, and natural resources of the entire society. It 
can promptly select the best production and consumption patterns and continually 
improve the people's standard of living. This is illustrated by the actual practice 
in economic development of the socialist countries. 


The development of a socialist planned economy breaks the fable of the supremacy of 
the market mechanism. It proves that in the sphere of macroeconomics, the planning 
mechanism is much more capable and effective than the market mechanism. Under 
socialist conditions the social center or the state can fully utilize more direct and 
more accurate data than data supplied by the market, namely, comprehensive materials 
from the statistical department and financial and currency departments, to formulate 
policies, and can achieve quick results in arranging and readjusting in a planned 
manner the production mechanism, in determining the direction of development of the 
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national economy, in changing the ration between accumulation and consumption, and 
so on. At the same time, by meaus of the planning mechanism, we can avoid the dis- 
ruption of the productive forces and other social confrontations frequently occasioned 


when sole reliance is placed on the market mechanism (as in the case of a capitalist 
society) in readjusting the economic struct.ire and restoring the proportionate re- 
lations in the development of production of a society. The planning mechanism fully 


demonstrated its important role in the enormous accomplishments of the Soviet Union 
during the several 5-year plan periods before World War II and in China's speedy 
economic development during the first 5-year plan period. The planned nature of 
socioeconomic development is a manifestation of the natural features and superiority 
of the socialist system. 


{n capitalist production, planning is also seen within the enterprises. This has 
already been pointed out by Marx and Engels. After World War II, many capitalist 
countries have set themselves up as proponents of a planned national economy. 
Countries like West Germany, France, Japan and others, formulated development plans 
and forecasts, promoted planned guidance and adopted various administrative and 
economic measures to help the development of certain key departments and the realiza- 
tion of economic plans. Commencing 1947 Japan formulated one after another nine 
formal plans of medium or long-term duration and achieved certain results. Some 
economists have pointed out that since the 1950's the rapid development of Japan's 
machine-building, chemical and steel industries would not have been possible if a 
centralized and sustained policy cf protective concern had been lacking or if reliance 
had been placed solely on the working of the market mechanism. Undoubtedly, the 
emergence of planning of this kind resulted from the objective demand of large-scale 
socialized production itself. Nevertheless capitalist countries are based on the 
system of private ownership of the means of production and products. Under the con- 
ditions of the private ownership system, economic plauning and planned guidance can 
only be partial, restricted to a certain degree, and subservient to the private 
interests of the capitalist class. Unlike in socialist countries, they do not proceed 
‘rom the interests of society as a whole when formulating or carrying out the develop- 


ent plan of the national economy. Nor can they realize regulation by planning mechan- 
ism in every aspect of the social economy, or, through propagating the use of the 
s\lanning mechanism, achieve the harmonious development and overall balance of pro- 
luction of the whole society. As anybody can see, over the past 20 to 30 years, the 


“regulation by planning mechanism" done by the capitalist countries has not only not 
succeeded in enabling them to achieve a planned, proportionate and harmonious 
levelopment in production or to eradicate the periodic economic crisis of capitalism, 
but has also made the stagflation of their economy become increasingly obvious and 
serious since the entry into the 1979's. Even economists of the capitalist class 
annot but admit that in the 1980's the national economy of the principal developed 
-apitalist countries will have to go through a strategic readjustment. This proves 
that capitalist countries are in no position really to carry out a planned economic 
system. One line of thought suggests that due to the backwardness of China's pro- 
ductive forces and the low degree of socialization of its production, it does not 
possess, at the present stage, the requisite conditions for implementing a planned 
economy, and that it is possible only after there has been a full development of 
the commodity economy. In discussing the problem of reforming the economic structure, 
some comrades have suggested carrying out overall regulation by market mechanism 
and abolishing the system of fixing targets by mandates from above. They have urged 
that the enterprises become fully independent, not relatively independent, commodity 
producers and that they should have a free hand in competition in the market. In our 
opinion, these opinions are not sufficiently comprehensive. 
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In our country, since liberation we have established a socialist public ownership 
System to conform with the socialization of production. With the economy of the 
socialist system of ownership by the whole people occupying the leading position in 

the entire national economy, the law governing the planned development of the national 
economy began to assert its role and the necessary conditions were found for implement- 
ing a planned economy. In reality, beginning from 1953, planned socialist construction 
has all along been in progress in the country. 


Naturally, on account of the varying degrees in the level of development of the pro- 
ductive forces and in the system of ownership of the means of production, there arose 
divergencies in the sphere and extent of regulation by planning mechanism in various 
stages of socialist development. %3ut one point is definite and for sure, and that 

is: Under the conditions of the system of public ownership of the means of production, 
a centralized and unified plan is indispensable. This is because the socialist economy 
can achieve development only on the basis of society or the state being able to regu- 
late the entire economic activities of the society in a planned manner. If there is 
no unified planning for the major economic processes (particularly within the sphere 
of macroeconomics, then it means that the state or society has lost control of the 
entire economic activities. In this case the socialist economy will become a spon- 
taneous and blindly-guided economy and the entire social economy will be in utter 
confusion. For this reason, refuting the necessity of implementing a planned economy 
and refuting regulation by planning mechanism are opposed to the very nature of 
socialist economy. 


Viewed from the angle of microeconomics, reliance on market mechanism can bring about 
the liaison of production and demand and rectify the phenomenon of the stockpiling 
of certain products and the shortage of certain other products. Yet, from the macro- 
economic standpoint, the market mechanism cannot ensure the regular and proportionate 
development of social production. The capitalist market economy depends on contin- 
ually disrupting the proportions to realize a roughly proportionate development. It 
restores the balance of social production by means of periodic economic crisis. 
History has already condemned this road as inaccessible. We certainly cannot follow 
it. It is true that there are various kinds of maladies in our economic structure 
and that reform is needed. But this does not call for the banishing of the planned 
economy and planned guidance. On the contrary, it means that the system of the 
planned economy and planned guidance must be improved. The most obvious special 
characteristic of regulation by planning mechanism is that it can mobilize the entire 
strength and resources of society to solve the most urgent tasks of the moment and 
achieve quick results. The present is precisely the time for us to make skillful 

use of regulation by planning mechanism in order to overcome the imbalance in the 
national economy, to set up a rational economic structure, to build a new road of 
economic development which confotms with objective law and the national condition 

of our country, and to improve the effect of economic activities and bring about 
economic cycles of an efficacious character. 


The implementation of a socialist planned economy requires adherence to objective 
laws. That there are laws on the planned development of the national economy within 
the socialist economic structure does not necessarily signify that the plans formu- 
lated by us for the development of the national economy are all in conformity with 
the demands of the laws governing planned development or of other laws. It only 
shows the way for the planning department to correctly plan the production of society. 
To convert this possibility into reality and to formulate plans that can correctly 
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the national economy. A highly centralized economic control system also has 
ious defects such as: A unitary type of regulation by planning mechanism (targets 
ced b indates from above) restricts the display of the enthusiasm of the enter- 
rises taff and workers. This, however, is not the natural result of the imple- 
entation of a planned economy. Rather, it comes about on account of the violation 
the principle that a planned economy must abide by objective laws. What we are 
ing now in readjusting the economic structure and reforming the system of economic 
inagement is precisely for the purpose of rectifying the above-mentioned errors, 
ensuring that the socialist planned economy follows a path of healthy development 
ind enabling a better display of the inherent superiority of the planned economy 


itself. 
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II. The Socialist Planned Economy And The Market Mechanism 


Acknowledging that the present stage of the socialist economy in our country is a 
planned economy, we must still note that it is not the same kind of planned econony 
envisaged by Marx and Engels but that, instead, it is a planned economy utilizing 
the market mechanism. This is because commodity and monetary relations still exist 
in the socialist stage and the socialist economy, besides possessing primarily a 
planned character, also has a commodity or market character. 


Marx and Engels envisaged that in a socialist economy, commodity and monetary rela- 
tions were nonexistent. However, in our country and in other socialist countries 
actual practice has shown that the existence of commodity and monetary relations 

in the socialist stage is unavoidable. 


This objective certainty arises from the following: A socialist society still ack- 
nowledges that the disparity in capability between individuals is a “phenomenon of 
natural endowment.” It acknowledges that enterprises or groups of laborers possess 
relatively independent economic interests, and that between individuals and between 
groups of laborers, under the prerequisite condition of the uniformity of the basic 
interests, there still exist relations of economic interests, or rather conflicts of 
economic interests. This requires regulation governed by the principle of exchange 
at equal value and in turn determines that the socialist stage must still retain 
commodity-monetary relations embodying the basic characteristic of exchange at equal 
value. 


It is very important to accept the concept of a socialist economy retaining the 
commodity feature. One of the reasons why in the past our planned economy did not 
fare well and could not convincingly display its superiority was the refutation of 
the commodity character of a socialist economy and the disregard of the role of the 
law of value. Our past economic management system was in effect edging out the mar- 
ket mechanism. As a result, control of the economy was too tight. It was literally 
strangled and the entire nationai economy could not operate freely. Touching on the 
need for seriously reforming our country's economic management system, the communique 
of the 3d plenary session of the llth CCP Central Committee specially pointed out the 
importance of giving important attention to the law of value. We take this to be a 
pointed reference to the defects in the past planned management system of our country. 


This being the case, how should the socialist planned economy utilize market mechan- 
ism? Or rather: How should we handle the relations between the plan and the market, 
that is to say, the relationship between regulation by planning mechanism and regu- 
lation by market mechanism? 


First, since a socialist economy is a planned economy, regulation by planning 
mechanism must be implemented in the macroeconomic sector. In other words, regula- 
tion by planning mechanism or planned management must be enforced and incorporated 

in the medium and long-term plans of the state, concerning such aspects as the direc- 
tion, target and speed of development of the national economy, growth of the national 
income and its apportionment between accumulation and consumption, the proportionate 


relations between agriculture, light industry and heavy industry, the distribution of 
the productive forces, the gross amount of capital construction investments, the 
direction of such investments and the major construction items embodied, the tech- 


nology policy, the energy policy, the elevation of the people's income and level of 
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appropriations from the state to bank loans. The bank should strictly control the 
gross amount of loans for investments and impose stringent terms for the loans. In 
addition, a construction tax may be imposed. At the same time, capital construction 
investment should be rationally distributed among the various departments of the 
national economy. The orientation of investment should be so selected as to be 
beneficial to the rational readjustment of the production struc.ure. 


Fourth, the consumption funds must also be arranged well and in a planned manner. 
Emphasis should be laid on controlling the rise in social purchasing power. The 
reason for the large fiscal deficits in 1979 and 1980 was due, in addition principal- 
ly to the failure to adequately cut back capital construction investment, according 
to plan, to the rise in social purchasing power far exceeding the original plan. 
Between 1970 and 1978, the social purchasing power averaged a yearly increase of 9.1 
billion yuan. In 1979, the increase was 24.1 billion yuan while in 1980, it was 34 
billion yuan. (After deducting the portion attributable to the rise in commodity 
prices, over these 2 years the increase was over 20 billion each year.) In both 
cases, the increase surpassed the increase in the volume of supply of commodities to 
the society. At present, in order to curb the rise in social purchasing power, we 
must resort to such measures as stopping the indiscriminate granting of awards and 
subsidies, strictly controlling the extent and volume of negotiated purchases of 
products, surpressing the purchasing power of the collectives, and so on. 


Simultaneously, we should continue to fix targets by means of directives in regard 
to the important microeconomic activities such as the production and purchasing of 
products with a bearing on the national economy and the reople's livelihood and of 





those products which are important but are in short supply and the principal production 


and marketing activities of the large backbone enterprises. In the course of read- 
justing the national economy, no matter whether we are promoting the production of 
consumer goods or reorganizing the industrial or commercial enterprises, we should 
strengthen regulation by planning mechanism. However, following the gradual harmoni- 
zation of the proportions of the national economy and the gradual implementation of 
reform of the economic management system, planned guidance should replace directive 
planning for the economic activities of enterprises as much as possible. 


Following the enforcement of the necessary regulation by planning mechanism in the 
sector of macroeconomics (in the current readjustment period direct regulation by 
planning mechanism is still necessary in regard to certain important macroeconomic 
activities) and subject to the prerequisite of economic stability having been reason- 
ably ensured, we shall be relatively free to promote regulation by market mechanism 
under planned guidance and make use of the market mechanism to enliven the entire 
socialist economy. 


The principal contents of regulation by market mechanism should comprise at least 
the following: 


Changing the system of state monopoly for purchase and marketing of a large number 
of products. Except for a small number of important commodities the supply of which 
lags behind demand such as grain and cotton cloth, for commodities in general the 
commercial departments should formulate purchase plans on the basis of market needs. 
In the capacity of relatively independent producers of commodities, production units 
should be empowered to produce and market products on the basis of social demand 
(orders placed by commercial departments or market needs). The fruits of the pro- 
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duction and operation of enterprises should be closely related to the material 
interests ot the staff and workers of the enterprises. As for the kinds of sundry 
goods which can be marketed locally, the enterprises can directly handle their 
trading without going through wholesale organs or retail stores. Certain products 
can aiso be marketed by the enterprises themselves by means of their own retail sales 


departments. Commercial departments should carry out the system of selective buying. 
They should be empowered to refuse to purchase products that are unmarketable. Those 
products which the commercial departments do not purchase can be marketed by the 
enterprises that produce them. Thus will help in solving the longstanding problem 


of certain products being out of stock and of certain other products being stockpiled 
for a prolonged period. 


Gradually allowing a 1: -ge proportion of production materials onto the market. Since 
1979, certain citics and towns ahve set up markets for tarding in production materials. 
This has enabled many plants to sell in the markets products which had been kept in 
warehouses for many years. This not only reduced the quantity of goods stored in the 
warehouses but also satisfied the needs of a certain portion of the enterpirses in 


need of these products. The entry of mechanical and electrical goods onto the market 
has induced the manufacturing units initially to turn out products suitable for the 
market. As a result, many enterprises have evolved from not having enough business 


to having more business than they can handle, and the economy has been enlivened. 
As yet, not many production materials have entered the market. Only a little over 
10 percent have done so, but notable results have already been achieved. 


Increasing the channels of circulation, reducing the intermediate links in circula- 
tion and avoiding monopolizing by a single enterprise constitute the main jobs in 
implementing regulation by market mechanism. In the past, the supply and marketing 
cooperatives were not allowed to enter the cities while the commercial departments 
could not go to the countryside. At present, not only can the supply and marketing 
cooperatives extend their operations into the urban areas but also the communes and 
the production teams can go to the cities and sell their products in the markets for 
agricultural and sideline products. Likewise, commercial departments and certain 
plants can go to the countryside to market their consumer durables. Moreover, out- 
side of state-operated commerce, a batch of collectively-owned commercial units and 
a small number of individually-owned commercial units have been steadily developed 
and allowed to compete with each other while state-operated commerce no longer 
monopolizes the market. 


Implementation of regulation by market mechanism requires that the unitary planned 
pricing system be changed. In the past, the prices of several thousand types of 
products could not change to conform with changes in the situation of market supply 
and demand and so it was impossible to talk about regulation by market mechanism. 

In order to put regulation by market mechanism into actual practice, the power of the 
central departments to control prices, with the exception of few products, should be 
gradually handed down. The central government and the localities should still have 
certain power to fix prices, but wherever possible the power of price adjustment 
should be gradually delegated to the enterprises. At the same time, the unitary 
planned pricing system should be changed to a system of multiple prices. Planned 
pricing should still be retained by the state concerning the purchase and sale of 
major agricultural products, the ex-factory prices and sales prices of fuel, energy 
and the principal raw materials, and the charges or rates of railroad, civil avia- 
tion, posts and telecommunications and major water transport. Also simultaneously, 
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people's governments at various levels, such as the state, provinces, municipalities 
and autonomous regions should sanction theoperation of certain floating prices, the 
extent of which should be gradually widened in accompaniment with the development of 
the national economy. Within the scope limiting the kinds of product and the extent 
of the price fluctuation sanctioned by the state, the enterprises exercise the full 
right of price fixing should be generally adopted. 


Naturally, regulation by market mechanism must proceed under planned guidance. 

Since markets are widely dispersed and do not follow any definite plan, in regulation 
by market mechanism, we not only must study the possible effects and study how to 
make the dispersal more rational, which dispersal form is better, and so on, but also 
must estimate the possibility that following the implementation of regulation by 
market mechanism, production and marketing might develop blindly to the detriment of 
the state plan. This requires that planned guidance and market management be 
strengthened and that the extent of regulation by market mechanism be stipulated. 


Historical experience has toid us that socialist planned economy must make use of 

the market mechanism. Especially in our country, in the past the commodity was very 
much undeveloped while at present the level of the productive forces of society and 
the degree of socialization of production are both still relatively low. Planning 
cannot attend to each and every aspect. Hence, it is necessary to earnestly develop 
a socialist commodity production and commodity exchange, and there is a need to 
utilize the market mechanism to enable production and demand of the enterprises to 
be linked together of their wn accord. Even though the level of the productive 
forces and the degree of socialization of production have been raised considerably. 
It could hardly be imagined that the central planning organs could, by reliance on 
such instruments as electronic computers, attain on time sufficient and adequate 
reference data to make detailed arrangements which conform with reality for the pro- 
duction, supply and marketing activities of the hundreds of thousands of enterprises 
and covering their several million kinds of products. The advantages of regulation 
by market mechanism are its nimble features and its competitive character. It can 
quickly and spontaneously respond suitably to changes in demand on the part of the 
consumers and thus by means of quick, adjustment can make the socialist planned 
economy more nimble and effective. Hence, in a socialist economy, the use of the 
market mechanism is a necessity to make the operation of the economic organism more 
lively. Over the past 2 years, we have practiced regulation by market mechanism to 

a certain extent and within a limited scope (according to incomplete statistics, in 
1980 the proportion occupied by regulation by market mechanism was roughly as follows: 
in the production sector, the proportion occupied by products marketed by the indus- 
trial enterprises themselves was 19.5 percent of the gross value of sales of goods 
for civil use of the whole country; in the circulation sector, the portion covered 

by regulation by market mechanism occupied 25.3 percent of the gross volume of retail 
sales of commodities of the whole country; of the gross volume of agricultural and 
sideline products purchased by the commercial departments, purchases made outside 

the plan on negotiated prices or on increased prices for purchases in excess of the 
quota occupied 34 percent). This has greatly enlivened the socialist economy and 

the national economy has been able to continue a relatively speedy development in 

the course of readjustment, while the standard of living of the people has been 
improved considerably. This illustrates that the utilization of regulation by market 
mechanism in a socialist planned economy can, on the one hand, ensure the proportion- 
ate development of social production and prevent the enormous waste in social labor 
power seen in the anarchistic state of capitalism. On the other hand, the socio- 
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economic activities are not strangled to death by rigid control. Instead, they 
become lively and vigorous and are imbued with vitality. In this way, the super- 
iority of the socialist economic system can be better displayed. 


Ili. Several Important Conditions Ensuring The Development Of Socialist Planned 
Economy 


The conditions are indeed many, but only three of them will be discussed here: 


First, policy making in macroeconomics must conform with objective laws and the 
national condition. 


Under a socialist planned economy, the direction of development of the national 
economy is generally determined by the social center or the state. This being the 
case, whether or not a macroscopic policy is correct exercises important influence 
on the development of the social economy. Only when the macroscopic policy conforms 
with the objective laws and with the national condition can the smooth development 
of the socialist planned economy be assured. 


Since the 30 plenary session of the llth CCP Central Committee, the extensive masses 
of economic workers and economic theorists in our country have seriously studied and 
summed up the experiences and lessons learned from the socialist construction since 
the founding of the republic in conjunction with the work done in readjusting the 
national economy and reforming the economic management system. They have earnestly 
striven to find a new road which conforms with objective laws and the national con- 
dition of our country, in order to put the macroscopic policy in a correct posutre. 
Following the elimination of the effects of leftist errors in economic construction 
and the formulation and thorough implementation of a series of guidelines and poli- 
cies, the socialist planned economy in our country has really been taking new strides 
forward under the guidance of a correct macroscopic policy. The following points 
are worth noting: 


Concerning the targets and speed of development, we are no longer following the past 
practice of striving for high speed or high targets in our gross output value and in 
regard to certain products. On the contrary, the objective set was to improve the 
material and cultural living of the broad masses of people. The economic and social 
development plans were formulated according to the principles of acting according 

to our capability and working strenuously. In so doing, from a long-term view, 

the speed of economic development will not be slow but relatively rapid while the 
actual benefits to the people will not be reduced but rather increased. 


In selecting the composition of the economic structure, we have gradually changed 
the situation characterized by an over-emphasis on heavy industry, the frailness of 
agriculture, light industry and the energy sector of heavy industry, and the in- 
sufficient capacity of communications and transportation. We have also speeded up 
the development of the commercial service trades and the cultural, scientific, edu- 
cational and public health enterprises. In readjusting the economic structure, we 
have placed importance on developing the production of consumer goods. Conforming 
with the state of development of the productive forces and our national condition, 
we have changed the construction guideline from giving priority to development of 
heavy industry with steel as the leading factor to stressing the development of pro- 
duction of consumer goods and giving priority to developing light industry within a 
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fixed period. This is aimed at rectifying the irrational production structure of 
over stressing heavy industry and not stressing light industry enough which had been 
the case in the past under the influence of leftist ideology. 


In regard to the form of production development, we have changed the former practice 
of unifiedly striving for quantitative target, simply relying on building new pro- 
jects, putting up new structures, and increasing the consumption of energy and raw 
materials. Instead, we have reverted to such forms as stressing quality and results, 
relying on the existing enterprises to tap potential, renovate, restructure, improve 
labor productivity and economize in the consumption of energy and raw materials. In 
addition, we have constantly demanded improvement in the quality of products and 
making them marketable, in order to effect savings in capital funds, reduction in 
production cost, and increase in profits. In other words, we have shifted expanded 
reproduction by extension to expanded reproduction by intension and from extensive 
operation to intensive operation. 


Second, we must be good at using various kinds of economic mechanisms so as to 
enable the socialist planned economy to operate smoothly and dexterously. 


To ensure the smooth development of the socialist planned economy, it is not suffic- 
ient to have only a macroscopic policy. We must still be adept in the use of var- 
ious kinds of economic mechanism so that the correct macroscopic policy may be firm- 
ly implanted in the various economic activities and achieve the desired results. 


In the last few years, in the course of readjusting the national economy and reform- 
ing the economic management system, we have readily seen that because of certain 
mechanisms being out of order, the correct macroscopic policy of the state could not 
be well implemented. For example, in 1979 and 1980, for the sake of improving the 
people's standard of living, the fiscal expenditures for the purchase of agricultural 
products and for wages and salaries were increased. In the hope that replenishments 
could be made from reducing the investment in capital construction. Unfortunately, 
for various reasons, the plan to reduce capital construction investment outlay could 
not be realized. As a result, large budget deficits were incurred. Furthermore, 
because of the inability to bring into full play the functions of market under 
planned guidance, there appeared such abnormal phenomena as the small squeezing out 
the big, the backward squeezing out the advanced and the new squeezing out the old. 


It appears that in the readjustment period, in order to strengthen the centralized 
and united leadership over the national economy, it is necessary to adequately stress 
the role of the planning mechanism so that the economic structure can be speedily 

and rationally readjusted. But in the long term, it is necessary to create the 
requisite conditions for the market mechanism to fully display its role. Nonetheless, 
be it now or in the future, the planning mechanism and the market mechanism must be 

in unified operation. The problem is under given conditions how to find the best 
form of unifying them so that the superiority of the socialist planned economy can 

be better displayed. 


Third, that the socialist state-run eocnomy occupies the leading place in the 
national economy is a material prerequisite to ensure the development of the 
socialist planned economy. 
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Marx said: he ncentration of the production materials of tne whole country will 
form the national foundation for society comprising a united body of producers of a 
gual status; in accordance with a commonon and rational plan, these pro- 
ducers will consciously pursue their work in the society" (Marx: "On Land National- 
ization,’ Collected Works of Marx and Engels, Vol 18, 67). If society does not own 
the means of production and if the economy under the socialist-public ownership 
System (the economy under the system of ownership by the whole people or its con- 
crete form in a socialist state-run economy) does not occupy a superior or leading 
position in the national economy, the social center or the state will lack the 
necessary material support and power to carry out regulation by planning mechanism. 
In the initial period after liberation, if we did not have in our hands large 
quantities of grain, cotton and other products to dominate the market we could 
hardly have emerged victorious in the struggle with the capitalists for the control 
of the market. We could not have stabilized the incessantly rising commodity prices 
or created the conditions for planned construction. 
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In order to ensure the proportionate pla:ned development of the socialist economy 
and to enable the social center and the state to have in hand the necessary material 
resources and support for implementing regulation by planning mechanism, an important 
condition is to concentrate in the hands of the social center or state the major 
portion of the surplus products (M) created collectively by laborers of production 
enterprises under the system of ownership by the whole people. Concerning this 
problem we are basically in agreement with the viewpoints of comrade Sun Yefang 

(Sun Yefang: "On Several Prerequisite Conditions For Doing A Good Job Of Overall 
Balance," Jingji Yanjiu No 2, 1981). 


Concentrating in the hands of the social center or the state the major portion of 
the surplus products collectively created by laborers of enterprises under the system 
of ownership by the whole people has the following advantages: 


l. The state can control the major portion of new investment for use in solving 
the strategic problems of development. This helps in the realization of regulation 
by planning mechanism in Marco economics, in dominating the orientation of develop- 
nent of the national economy, and in providing assurance for the planned proportion- 
ite development of the national economy. Some people have suggested that for the 
state to control the major portion of new investments tends to encourage blind 
guidance and blind investments and that this may unbalance the national economy. 

In reality, what is of key concern here is whether the guiding indeology is in the 
right direction or not. If it is, then the proportionate planned development of 
the national economy can be realized in an even better manner. If not, such as 
shown in blindly striving for high speed, then even though the surplus products are 
not under the control of the state but are in the hands of the localities or enter- 
prises, blind investments can be engendered just the same. This will inevitably 
lead to a certain state of anarchism and disproportion. 


2. The state is enabled by means of the control over the capital construction in- 
vestments to control the accumulation funds and the accumulation rate. Having the 
new investment funds concentrated in, and used by, the state as opposed to having 
them dispersed among, and used by, the localities and the hundreds and thousands 

of enterprises, facilitates control and regulation. In certain socialist states, 
due to their enterprises having control, and exercising the power, to dispose of 
the major portion of their net income, the problem of having an overextended capital 
construction front has confronted them for a prolonged period, thus seriously 
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affecting the harmonious develcpment of the national economy. Over the last 2 
years, the trial points for reform of the economic management structure in our 
country have likewise shown a strong tendency on the part of the localities and 
enterprises to blindly use their funds on capital construction investments, a 
Situation which is hard to control. 


3. We must prevent the laborers of enterprises from collectively converting in 
large quantities the surplus products derived from the means of production owned by 
the whole people into new funds for developing production, thus aggravating the 
state of disparity in income and earnings. This is all the more necessary when the 
price and taxation systems have not yet been rationally reformed. At present, 

due to the differences in prices and tax rates, among enterprises producing and 
handling different varieties of commodities there is a great disparity in the amount 
and level of profits. This literally results in misery and joy being unevenly 
apportioned. Those earning high profits may not necessarily have expanded intensive 
labor or possessed an exceptionally high standard of management. If it happens that 
a large quantity of the surplus products of the enterprises (their profits) are 
retained by the enterprises, then they may be converted into new production develop- 
ment funds for use on such things as technological restructuring. This will further 
aggravate the disparity between misery and joy. Even if systems of pricing and 
taxation have become more rational (including the levy of a resource-disparity tax 
and readjusting the disparity in income among the grades), and even if the profits 
and their level do adequately reflect the standard of management. The greater pro- 
portion of the surplus products of the enterprises should still be given to the 
State. If this is not done, then following the steady increase in the production 
development funds which in effect represent the independent interests of the enter- 
prises, the factor of collective ownership by the enterprises will steadily grow in 
importance. This is disadvantageous to the gradual realization of the socialist 
principle of everybody being equal with regard to the means of production. It may 
now be asked if what we suggest above might affect the development of production on 
the part of the enterprises. The answer is no. Within the extent of the original 
capital funds (plus a small amount of production development funds derived from the 
profits of the enterprises) the enterprises can still engage in technological reno- 
vation and restructuring, tap production potential and increase the variety and 
output of products. If an enterprise has big prospects for development, the state 
can well arrange the granting of new investment funds for the purpose of expanding 
the scale of production and undertaking technological restructuring. 


4. We should implement better the principle of distribution according to work and 
prevent a portion of the laborers from not depending on work but rather on capital 
to earn a larger income. Marx and Engels conceived that the first stage of commu- 
nism should call for implementing throughout society the principles of distribution 
according to work and an equal quantity of labor for an equal quantity of products. 
Naturally, we are incapable at the moment of doing this. But we must earnestly 
implement the principle of distribution according to work, or at least endeavor to 
gradually approach that goal, and should not go in the opposite direction. If the 
surplus products produced by the enterprises do not primarily belong to the social 
center or the state but are placed at the disposal of the enterprises themselves, 
it will in reality be tantamount to converting this portion of funds into a source 
of increased income for the staff of the enterprises. In turn, it would artificially, 
and rather inappropriately, widen the disparity in the earnings of the laborers. 
This would violate the principle of distribution according to work, or rather in- 
creasingly go against the socialist principle of distribution. 
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ECONOMIC MANAGEMENT 


CHEMICAL PLANT RAISES PROFITS THROUGH IMPROVED MANAGEXENT 
Beijing RENMIN RIBAO in Chinese 5 Nov 81 p 1 
[Article by Gao Baosheng [7559 0202 3932], Yang Zhenwu [2799 2182 2976]]} 


[Text] Abstract: The Zunyi Chemical Plant No 2 has rapidly increased profits 
since 1978 by cutting the consumption of raw materials and production costs. 


While the total value of output over the past few years at the No 2 Chemical 
Plant in Zunyi, Guizhou Province, has not risen, profits have risen greatly, 
from 121,000 yuan in 1978 to 429,000 yuan in 1979 and 600,000 yuan in 1980. 
A 422,000 yuan profit has already been achieved for the first 8 months of 
1981, 14 percent higher than for the same period of last year. 


The Zunyi Chemical Plant No 2 is a small plant with only 300 employees. Its 
main products are gallic acid, pyrogallic acid, tannin extract, and other 
organic chemical products. Since the flow of raw materials has not been 
smooth in recent vears, plant production has often been below capacity, the 
total value of production fluctuating around 3 million yuan. To make a 
greater contribution to the state, they focused emphasis on reducing the 
consumption of raw materials and on production costs. They apportioned cost 
targets to each shop, and from the shops to teams, groups, and individuals; 
formulated team estimates and station estimates; and, on the basis of these 
data, set up the overall method of quota checks. In this way, the 

managerial result and income of staff and workers were directly integrated 
and management of the enterprise became better and better. The gallic acid 
shop formerly was able to produce only 15-16 tons of gallic acid from every 
50 tons of nutgall, an almost profitless operation. A thorough check was made, 
and responsibility for costs were assigned. After economizing, they reformed 
the technological process and increased the sense of responsibility during 
operation, as well as collecting products washed away as the "three wastes” 
lwaste gas, waste water and industrial residue]. Now 19 tons of product can 
be produced from the same 50 tons of raw material. In this way alone each 
month's income has increased by more than 30,000 yuan. 


CSO: 4006/102 
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FINANCE AND BANKING 


SUBSTANTIAL INCREASE IN SHANGHAI SAVINGS DEPOSITS REPORTED 
Shanghai JIEFANG RIBAO in Chinese 30 Sep 81 p 1 
[Article: "240 Million Yuan in Funds Taken In in 9 Months”] 


[Text] This city's 274 People's Bank savings offices are doing everything possible 
to bring about an increase in saving, and in the first 9 months of this year they 
have already taken in 240 million yuan in savings deposits, while new accounts 

have increased by 1,050,000, of which more than 80 percent are time accounts. As 
of 25 September, total savings on deposit citywide amounted to 2.89 billion yuan, 
an increase of 1.45 billion yuan from the end of 1976, which is equivalent to 3 
times the total increase during the 10 years of the Cultural Revolution. 


The People’s Bank has made available various forms of deposit in order to make 
society's dispersed and tied-up funds flow more freely into the banks. As a result 
of the consumers’ need for a specific total in order to acquire costly commdities, 
the banks have instituted a small deposit, lump-sum withdrawal method in which 
“with monthly deposits of 15 yuan, after 5 years the principal and interest total 
1,000 yuan, or with monthly deposits of 26 yuan, after 3 years the principal and 
interest total 1,900 yuan,” which has been welcomed by the masses. Because some 
employees are too busy at their jobs to go to the banks and deposit their money, 
small deposit, lump-sum withdrawal savings has been instituted in various organiza- 
tions, with the funds being held by the finance office until maturity and then paid 
out by the finance office, with the result that employees can save every month 
without leaving the factory to go to the bank. By the end of September, nearly 
10,000 organizations citywide had instituted collective savings. In order to 
increase the ability of savings activity to guide consumption, the People's Bank 
has also instituted “tourism savings.” This year it has also added 50 new offices 
and converted 17 offices to the two-shift system, thereby increasing the amount of 
time during which it provides its services. The Jing'anshi savings office, which 
is the country's largest and which is open day and night, has adopted the “large 
office, small operations” form in which the main office is divided into five 

small offices, with the result that the time required for deposits and withdrawals 
has been nearly halved. 


8480 
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FINANCE AND BANKING 


SAVINGS DEPOSITS, LOAN REPAYMENTS INCREASE IN RURAL AREAS 
Kunming YUNNAN RIBAO in Chinese 27 Aug 81 p l 


[Article by Wang Zuzhe [3769 4371 0772]: “Another Proof That the Situation in the Farm 
Villages Is Getting Better: Repayments on Loans and Savings Deposits in Farm Villages 
Throughout the Province Increase on a Large Scale") 


[Text] Up to the end of July, the province's agricultural banks and credit cooperatives 
received total payments of 201.63 million yuan due on agricultural loans, 46.16 million 
yuan more than in the same period last year, an increase of 30 percent. Savings 
deposits of commune members in farm villages reached 170.03 million yuan, an increase 
of 48.65 million yuan over the same period last year, an increase of 40 percent. 


During the first 7 months of this year, the increase in the repayment on loans and 
Savings deposits and the repayment of credit was great; the amount was the largest in 
history, reflecting the good situation that has emerged in the farm village economy. 
Since last winter, Tengchong County's Jietou Commune Credit Cooperative has actively 
encouraged the production teams and commune members to plant more rape. This year, the 
whole commune produced a total of 3.8 million jin of winter rape, an increase of one- 
fold over the previous year, and it realized an income of 2.20 million yuan. The per 
capita income of the whole commune from rape alone was 47 yuan. Up to the end of June, 
the credit cooperative of the Jietou Commune received over 770,000 yuan in repayment 

of loans, 440,000 yuan more than that retrieved during the same period of the previous 
year. The commune members repaid 200,000 yuan on loans, an increase of 150,000 yuan 
over the same period last year. At the same time, commune members saved over 770,000 
yuan, an increase of 490,000 yuan over the same period last year. The agricultural 
bank and the credit cooperative of Xuanwei County suited measures to local circumstances 
and provided loans to support the production teams and commune members in developing 
hog raising and providing raw material for "“Xuanwei ham." From January to May of this 
year, the whole county purchased 67,134 fattened hogs, an increase of 18.4 percent 

over the same period last year. After the commune members sold the fattened hogs, they 
repaid 1.30 million yuan of the loans, an increase of 454,000 yuan over the loan 

money retrieved during the same period last year, an increase of 53.6 percent. 


As the economic situation in the farm villages developed, the agricultural banks and 
credit cooperatives at each locality changed their style of work, improved their working 
method, and further established the positional responsibility system and the management 
responsibility system. They went deeply into the teams and the families to strengthen 
propaganda, provided improved service, provided convenience to the masses and exerted 
efforts and to do the work of collecting loan repayments and collecting savings 

deposits well. 


9296 
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BRIEFS 


COAL EXCEEDS PLAN QUOTAS--NCNA, 1 Nov 81--Following the surpassing of the State 
Plan for September [1981], the nation’s coal industry continued to increase its 
output in October. This month's overall production of 51,430,000 tons of raw 
coal and 4,310,000 tons of washed coal exceeded the State Plan by 7.9 percent 

4.3 percent respectively. The cpening up of tunnel footage also exceeded 
the Plan by 11,400 meters. While the coal output increased in October, the min- 
ing sector also completed the overhaul of some 862 projects which had been out 
of production. This was the biggest month for overhauling work since the begin- 
ning of the vear. These projects provide the foundation for production not only 
for the fourth quarter, but for next year as well. [Text] [Beijing GUANGMING 
RIBAO in Chinese 2 Nov 81 p 1] 


CSO: 4006/81 
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INDUSTRY 


BRIEFS 


BEIJING TV PRODUCTION--Beijing, 16 Oct (XINHUA)--Beijing's two television 
factories produced nearly 750,000 color and black-and-white TV sets from 
January 1978 through the end of September this year. In the 8 years from 

1970 through 1977, total output was only 36,000 sets, according to the local 
radio and television industry department. Output between January and September 
this year was 310,000 sets. Quality of TV sets has improved markedly. 
Beijing-made TV sets can now operate from 1,500 to 2,000 hours without needing 
repairs, as against 600 to 700 hours before 1978. One "Kunlun” model 
black-and-white TV set has a 5,000 hour repair-free life span. There are now 
seven TV production lines in the capital with an annual capacity of 500,000, 
compared with only two lines with an output of 30,000 before 1978. [0W231105 
Beijing XINHUA in English 0701 GMT 16 Oct 81 OW] 


CSO: 4006/95 
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INGJ | ANLI" DISCUSSES PRINCIPLE FOR CONSTRUCTION 


61413 Beijing JINGJ! ANLI [ECONOMIC MANAGEMENT] in Chinese No 10, 15 Oct 81 
Short commentary } Liu Wei [049] 0251]: "A Major Question in the Guideline for 


ext t is a major question in the guideline for construction whether to rely 
extension” or “intension" in developing the economy. The so-called "extension" 
ins to expand productive force through building new enterprises while the so- 
1lled “intension"” means to rely on technological restructuring by the existing 
iterprises. In fact over the past many years we mainly relied on "extension" 
by using our limited financial power in building new enterprises. Under the 
10-year set system" and even “decades set system," no measures were taken to renew 


ind restructure old enterprises and we relied on old equipment in producing old 
products. it has been proven in history that such an unconscious wrong guideline 
as seriously hampered the development of the economy of our country. 


\t present, the principle for further readjusting the economy is being implemented 
such a measure is imperative. But readjustment is an active and progressive 
it does not mean mere "retreat." Retreat must be coupled with 


PTANnCipa TM 

idvance and downs must be coupled with ups. Basically, advance and ups are the 
lominant aspects. [f we only pay attention to retreat and neglect advance and 
nly pay attention to reducing expenditures and neglect to broaden the sources of 
n e, we will eventually push the economy into a blind alley and even cause 
icious yvoics. 


it is natural that with readjustment, the development of the economy will slow down 
little, but that does not mean the slower the better. We must maintain a certain 
pace of development so that we will be able to develop the economy stably. What 
the way out? An important way is to change the guideline centered around new 
mstruction and extension to the guideline with technological restructing and 
intension as the main. That is to say, we must carry out an overall technological 
restructuring of our national economy in a planned way and step by step. Some 
leading comrades from the Party Central Committee and the State Council recently 
reiterated this strategic change in the guideline for construction. Practice has 
proved that such change will have a far-reaching impact on the development of our 


economic construction. 





Is not the technological restructuring of the existing enterprises contradictory 
to the implementation of the principle of readjustment? Yes, it is. We have to 
spend some money in carrying out technological restructuring but the economic 
effect of such technolcgical restructuring is much bigger than building new 
enterprises. In addition, technological restructuring will make heavy industrial 
departments such as the machine building industry and metallurgical industry more 
active. Such a situation exactly represents the active readjustment which is both 
retreat and advance. 


Reducing expenditures is important in improving the current financial situation 
but what is more important is to broaden the sources of income. It is very diffi- 
cult to solve financial difficulties by solely relying on reducing expenditures. 
Comrade Mao Zedong pointed out long ago that it is necessary to oppose a purely 
financial view. Even today it is still imperative for us to avoid the tendency of 
such view. 


This issue of this magazine also carried an article by Comrade Chen Yi and an 
article by the Fusun Municipal Financial Bureau in introducing their experiences. 
We hope that readers will read these articles which are in the interest of further 
understanding the principle of “readjusting, restructuring, reorganizing and 
upgrading." 


CsO: 4006/106 
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‘ JINGJI YANJIU' DISCUSSES RURAL FAIR TRADE 
HKO70320 Beijing JINGJI YANJIU in Chinese No 9, 20 Sep 81, pp 38-41 


\Article by Yang Yingyuan (2799 2819 3104): "The Effects of Rural Fair Trade on the 
Amount of Currency in Circulation"--a survey report of Huang Yan County, Zhejiang 
Province } 


.Text] In Shejiang Province, Huang Yan County ranks as a county with a comparatively 
well developed rural fair trade. In 1979, while the rural fair trade of Zhijiang 
Province accounted for 16 percent of the total provincial social commodity retail 
trade, the percentage in Huang Yan County was 23 percent in this respect, exceeding 
the provincial average level. In order to understand the influe.ces of rural fair 
trade on the volume of money in circulation, we visited Huang Yan County in October 
1980 to conduct this survey. 


Features Of Economic Geography And The General Situation Of Money Circulation In 
Huang Yan County 


Huang Yan County is a region marked by its integrated economy which has grain as its 
chief product. Its total area is 1,459 square kilometers, with 70 percent of total 
area mountainous areas, 10 percent lakes and rivers, and only 20 percent arable land. 
Total acreage under cultivation at present is 607,000 mu. Mountainous areas in use 
total 1,114,000 mu. Of the cultivated land, 63,000 mu are planted with tangerines, 
3,300 mu are planted with cotton, and 492,000 are planted with rice. This county 
ranks high among the 7 counties of the Taizhou prefecture in economic and cultural 
development. It has a population of 1,080,800, 90.2 percent of whom are engaged in 
agriculture. The per capita collective income of the commune members is 107.32 
yuan and the income from sideline occupations averages 44.14 yuan per person. Mak- 
ing a total of 151.4 yuan, slightly above the average provincial level. 


Huang Yan County has good transport facilities. It offers better prices in its rural 
fair trading than its neighboring regions and is known for its tangerines and straw 
mats, which are in great demand. The three most well known marketing towns of this 
county, Chongguan Township, Luqiao Township and Haimen Township are all historical 
trading centers of Taizhou prefecture. 


Since the founding of our People's Republic, will 1979 extra money had been put into 
circulation every year with the exception of 1963, during which 294,000 yuan were 
with drawn from circulation instead. The total money put into circulation during the 
30 years amounted to 263.67 million yuan. The amount added during the years from 
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1954 to 1957 totalled 6,841 million yuan, and average of 1.71 million yuan per year. 
During 1958 to 1962 20,362 million yuan were added, an average of 4.073 million 
yuan annually. From 1964 to 1966 15,497 million yuan were added, an annual average 
of 5.166 million yuan. From 1967 to 1976 152,507 million yuan were added. The 
average annual input was 21.76 million yuan during the second 5 years of this period 
exceeding the average annual figure of 8,742,000 yuan during the first 5 years by 
nearly 150 percent. In 1979 31,357 million yuan were added, topping the historical 
record of cash injection. The yearly increase of cash in circulation is the inevit- 
able result of economic development and the increase in people's income both in the 
urban and rural areas. In terms of the money circulating in the markets, the volume 
also has been increasing. The ration between volume of money in circulation and 
volume of the social commodity retail sales as well as that between the volume of 
money in circulation and the volume of commodity inventories have been declining: 








Volume of Money in Total Volume of Commodity Retail 
Circulation at Year Social Commodity Sales Per Yuan 
Year End Retail Sales in Circulation 
Figures in Million Figures in Million Figures in 
Yuan Yuan Yuan 
1954 4,236 34.11 8.05 
1965 10 , 260 74.46 7.26 
1975 23,528 90.85 3.86 
1978 27,507 147.09 5.35 
1979 36,563 182.75 5.00 
Commodity Inventories of Commodity Inventory 
the Commerce Section at per Yuan 
Year Year End In Circulation 
Figures in Million Figures in Yuan 
Yuan 
1954 10.81 2.55 
1965 27.68 2.70 
1975 45.195 1.92 
1978 65.11 2.37 
1979 68.649 1.88 


The law of value plays an important role in the development of the rural fair trade. 
The flow of goods is towards high prices, while the flow of money is towards low 
prices. This is the law of the movement of goods as well as that of the flow of 
money. As the state-operated commercial operations and the supply and marketing 
cooperatives in Huang Yan County have insufficient stock, the market supply of com- 
modities cannot meet the needs of the social purchasing power. As a result, part of 
the purchasing power flows to Shanghai, Hangzhou, Ningbo and other large and mediun- 
sized cities. In addition to this, large amount of cash flows out of the county 
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through the channel of rural fair trade. Over 31 years, a total of 227.11 million 
yuan of cash have flowed to other counties. In 1979 alone, the outflow amounted to 


‘ 
22.3 million yuan, about 40 percent of which flowed out through the channel of rural 
fair Ct aut 
Ihe Characteristics 0f Rural Fair Trade In Lu Qiao Township 


Since the 3d plenary session of the llth CCP Central Committee, the implementation 
in the countryside of the two documents of the Central Committee has greatly aroused 
the initiative of the masses of the commune members. Consequently, the development 
of agricultural and side-line production has been greatly increased, and the rural 
fair trade has been quickly restored. Ia order to promote the development of the 
socialist commodity economy, our party and government have formulated more lenient 
policies, and banks have reformed the regulations of cash management to suit the 
changes. In consequence, the development of the country market trade has been ex- 
pedited. Under the jurisdiction of the Lu Qiao District are eight communes and Lu 
Qiao township. There are eight rural fair in the district. Each one takes it in 
turn to run a 2 day fair at intervals of 10 days. The market of Lu Qiao Township 
ranks ftirst in the briskness and size of its trading. The price quotations in this 
market have an important influence on the neighboring markets. Over the last year, 
both the volume of goods on sale and the volume of actual transactions has greatly 


Having analyzed the development of the rural fair trade in the Lu Qiao District and 
having conducted an on-the-spot observation of the trade in Lu Qiao Township on 
ll October, we found the following characteristics: 


l. The rate of growth of the volume of actual transactions of the rural fair was 
much greater than that of retail sales of social commodities. 


In 1979, retail sales of social commodities totalled 16.80 million yuan, and the 
volume of the actual transactions of rural fair trade totalled 4.67 million yuan. 
‘ct is estimated that in 1980 retail sales of social commodities would have been 20.20 


sillion yuan an increase of 20.24 percent as compared with 1979, and the volume of 
the actual transactions of rural fair trade would have been 9.20 million yuan an 
increase of 97 percent as compared with 1979. The increase of the latter is 380 
percent ereater than that of the former. In 1979, the volume of actual transactions 
in rural fairs was 27.8 percent of total retial sales of social commodities. In 


1980, the percentage rose to 45.54 percent. 


». Goods in the market were on sale on vendor's stands scattered at random. Grad- 
sally, goods of the same kind were grouped together at one place and thus there was 
competition in pricing. 


Before 1978, only a few commodities such as grain and piglets had comparatively 
mcentrated markets in Lu Quia Township. The other goods were sold on vendor's 
stands scattered at random. Since 1979, peasants visiting the markets have been 
mo the increase and goods on sale in the markets have been more and more abundant. 
oder these circumstances, the industrial and commercial administration office of 
the district had to open, in an orderly way, 10 different markets around Lu Qiao 
fownship for grain, piglets, straw mats, flax, firewood and charcoal, poultry, 
bombooes and lumber, new wood products, aquatic products, vegetables, and waste pro- 
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The Volume of Goods on Sele and the Volume of Actual 











Transactions, Lu Jiao District Unit: 10,000 Yuan 
For the Year Jan-Sept For the Day 
1979, Whole 1980, Whole ll Oce 1980 
Nape of Commodity Districe District Lu Qiao Township 
(1) (2) (1) (2) (1) (2) 
Total 670.69 467.45 1012.43 679.66 34.00 18.95 
l. CGraias 76.31 61.00 64.90 51.44 1.25 93 
2. Fats and Oil 0.68 9 1.40 1.05 0.08 07 
3. Cotten, Tobacco 
and Flax 22.80 15.80 32.71 24.45 1.62 1.24 
+. Meat, Poultry 
and Eggs 35.76 26.04 46.35 36.62 9.92 0.73 
Aquatic Products 64.58 47.33 113.13 76.H 5.76 16 
6. Fresh and Dried 
Vegetables 50.43 40.53 57.00 42.24 0.41 0.27 
7 Fresh and Dried 
Fruits $3.62 42.49 82.85 68.77 0.32 0. 
8. Misceliancous Daily 
Necessities 12.54 7.54 69.80 45.39 2.03 1.84 
9. Firewood and Other 
Combustibles 4.34 STyR 9.45 6.79 0.04 0.04 
10. Means of Production 
for Farzing 62.72 %.27 53.39 35.89 1.76 1.41 
li. Fara Aniaals -- --— --- -—-- --- -- 
l2. Domestic Animals 
and Poultry 80.64 64.06 67.90 $5.73 il. 1.19 
13. Industrial 
14. Waste and Second- 
hand Products 37.32 18.66 35.12 19.50 i. 0.90 
15. Others 144.57 72.29 303.97 180.86 13.01 6.08 
of these: 
Lusber 101.20 50.60 235.82 125.25 9.75 3.90 
Bamboo 28.91 14.46 19.19 13.16 0.%6 0.45 
l Volume of goods on sale. 


¢: Volume of actual 


transactions. 
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ducts. Very naturally, people have taken these markets as centers for conducting 


free trade Both >uyers and sellers are benefited by such a convenience. At present, 
ever the om ellaneous daily necessities, handicraft articles, small metal fittings 
[nails, wires, hinges, bolts, and locks] and certain other products are grouped 
together for sale on the sidewalks, section by section, in Lu Qiao Township. In this 
way the buyers car are the quality, the beauty, and the prices, while the sellers 
can als romote eir sales by offering good quality, fine products, and cheap 


P| 
tj 
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from supplying each other's needs to wholesale trade. 


re 
’ 


in the past, the rural fair trade was of the nature of supplying each other's needs. 


Ww, siderable portion of the rural fair trade is in the form of wholesale trade. 
the transactions on 11 October in Lu Qiao Township, about 40 percent involved 
wholesale trade for one party (either the buyer or the seller). For example, approx- 
imately 80 ¢ ‘5S percent of the lumber, bamboostems, bamboo and wood products, 


iqGuatic products, seeds, waste products, cigarettes and certain other products 
peddled are from outside the township, while more than half of the miscellaneous 
laily necessities. Industrial products, small metal fittings and so on are sold in 
; ] p] side ot the township. 


r this reason, the goods for sale are not fragmentary and in small quantities, but 
ire in large batches and quantities. “he prices are also of two kinds, the wholesale 
rice and the retail price. Some of the sellers even forge dealings in retail prices 


j 
jsltogether, and deal in wholesale prices only. Production on a large scale and sales 
n a wholesale basis are changing the characteristics of the rural fair trade here. 


+. Development from spot dealing to forward trade. 


some of the traders from other counties and places outside of the district make 


profits by peddling pillows, bamboo strip mats, shoes of synthetic leather, 
rubbing brushes, wire hair pins for women, aluminum finger rings and certain other 
products made by some commune-member households in places outside the township. 
ese peddlers usually look for sellers in these markets, place large orders, and 
require a definite delivery date and place for a specified amount of goods, and 
transactions are to bs ncluded as specified. For example, one trader from outside 


f the township asked for 100,000 aluminum finger rings (the wholesale price ranged 
but the seller had only 20,000 in stock. An agreement was 
made to deliver the order in 3 days. Some of the peddlers also visited the homes of 
the commune members to negotiate their contracts. 


. uutsiders have notably increased in the prospective buyers and sellers. 


iccording ¢t the estimates of the industrial and commercial administrative office of 


the district, on Ll October more than 70,000 people visited the markets in Lu Qiao 
woship, of whom about 30,000 came from the township itself, another 30,000 from 
within the inty, and 10,000 from other counties. The local people go to the fair 


to supply each other's needs. Their transactions are numerous in number, but small 
value. Some of the outsiders also go to the fair to supply each other's needs, 
t they gc there mainly to peddle goods for resale and their transactions are large 


in terms oft value. 











With the expansion of the volume of transactions, the amount of cash involved in the 
rural fair trade becomes larger and larger. This is reflected in the notable increases 
of cash deposits and payments recorded by the banks. In 1979, the total amount of 
cash deposits in the Lu Qiao office of the People's Bank was 23.37 million yuan, and 
cash payments were 25.31 million yuan. In comparison with 1978, this represents in- 
creases of 33 percent and 37 percent, respectively. From January to September 1980, 
cash deposits amounted to 24.22 million yuan and cash payments were 24.57 million 
yuan, registering increases of 46 percent and 37 percent respectively in comparison 
with the same period in 1979, and both show a tendency to increase further. 


Calculation Of The Volume Of Money In Circulation Needed By The Rural Fair Trade 


The main indicator usually used to test the normalcy of the volume of money circula- 
tion is the ratio of the volume of money in circulation in the market to the total 
volume of social commodities retail sales. However, under the guidance of state 
planning, with the increasing importance of the market adjustments, the volume of 
trade transactions of the rural fair trade is constantly increasing. This being so, 
the further use of the simple ratio of the volume of money in circulation in the 
market to the total volume of retail sales of social commodities to test the normalcy 
of the value of money circulation obviously lacks accuracy. Although the rural fair 
trade is just exchanges transacted among the masses, they are an indispensable supple- 
ment to the planned economy. Since the rural fair trade involves cash transactions, 
goods are necessarily transferred from one party to another, and money in the reverse 
direction. As long as there is such trade, there will be certain amount of cash 
involved in it. While this amount of cash is closely related to the normal volume 

of mo.ey in circulation, it is at the same time a separate entity existing outside of 
the volume of normal money circulation. It is of practical significance to calculate 
them separately in order to test the normalcy of money in circulation in the market. 


To calculate the volume of money circulating in the rural fair trade, Marx's equation 
of money circulation should be used: 


The volume of money (cash) circulation in the rural fair trade equals: the total 
volume of transactions in rural fair trade divided by the number of times money (cash) 
turns over in the rural fair. 


In this equation, the total volume of transactions in the peasant market trade is a 
known quantity, while the volume of money (cash) circulation in the market trade is 
the unknown quantity which is sought. In this case, finding the number of times 
money (cash) turns over in such a trade is crucial to the seeking of this unknown 
quantity. Taking into consideration the fact that the inventories of the state-run 
commercial operations and the supply and marketing cooperatives are insufficient and 
hence the shortage of commodity supply in meeting the needs of purchasing power, we 
can come to the conclusion that the annual turnover of money in circulation in these 
operations is comparatively slow. In the case of the rural fair trade, things are 
quite different. The total volume of goods on sale is larger than the total amount 
of actual transactions. Generally speaking, it is not a case of insufficiency of 
supplies, but a case of supply exceeding demand. On the other hand, there are a 
total of 66 large and small rural fairs in the county, operating 381 market-days in 
a month which average 6 market days for each market in a month, or 72 market days in 
the year. The greater the number of market days, the quicker the goods are turned 
over. (There is trading done on the closed-market days, but according to the data of 
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n stria id mmercia!l administrative office of the Lu Qiao District, the 
total volume of transactions in 4 closed-market days is less than 10 percent of the 


a 


im f transactions of a single market day. This amount is included in the total 
lume transactions of the rural fair trade 
concluded chat the turnover of money in circulation in the rural fair trade 
iratively ias:. nsequentliv, it is inappropriate to take the simple sum of 
the tot - social commodity retail sales and that of the transactions in the rural 
fair trade as percentage of the total .ume of money in circulation. Such a cal- 
ulati is t precise either 
hen, how should the number of times money turns over in circulation in the rural 
d ia! . Ate 


it the number of times a man of financial means visits the fair in a year. 
cated by iata of the industrial and commercial administrative office in 
the Lu Qiao District, of the 100,000 inhabitants of the whole district, 60,000 have 
financial means to visit the fairs. On the market day on 11 October, there were 
visitors to the fair, of whom 20,000 were people of financial means. 
is i say that those who have financial means constituted one out of every three 
é irs (the fairs of the district as well as the neighboring fairs). 
nce the rural fairs of Lu Qiao Township are extraordinarily brisk and extract great 
ple the proportion of people in the county who visit the fairs is 
h. In terms of the data shown by a survey of selected sample house- 
and industrial and commercial administrative bureau of the county, 
it can be seen that it is closer to reality to put the figure of fair visitors at 
four of those with financial means in the county (the fairs of the 
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tri well as the neighboring fairs). Since there are 72 market days per year 

- ever irket town, we divide this figure by four, for the average number who 
visit the fairs. This means that, on average, every person with financial means 
‘ould visit a fair 18 times in a year. If we multiple the goods on sale by 18 times, 
‘e can determine the annual total value of the goods of sale for Huang Yan County. 


Find it the ratio of actual transactions in the rural fair to the volume of 
sale. A ding to data on the rural fair trade dealings of Lu Qiao District 
idering the data supplied by the industrial and commercial administrative 
au, we came to the conclusion that the actual transactions in the rural fairs 
re 65 percent by value of the total goods on sale. 


7 


. Calculate the number of times money turns over in circulation in the rural fair 
trade dealings. Thus, 65 percent of 18 visits to the fair per person of financial 
leans in a year would yield the figure of 11.7 visi.:s. This figure represents the 
number of transactions of goods carried out annually in the rural fairs as well as 
ne number times money is turned over in circulation. 


ro 


the data of the number of times money is turned over in circulation in the 
rural fairs, calculations can be made in accordance with Marx's equation of money in 
‘irculation. Accordingly, in 1979 the total transactions executed in the rural fairs 
trade amounted to 42 million yuan. Divided by 11.7, the number of times money is 
turned over in circulation in the rural fairs, this figure yields a quotient of 3.59 
nillion yuan in cash involved in such trade at the end of 1979, representing 9.82 
percent of the total volume of money in circulation in the whole county in the same 


; : : 
+t riod. 
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In order to verify the accuracy of the volume <f money in circulation needed by the 
rural fair trade, the following is an analysis of the data of the family budget 
survey conducted by the People’s Bank office i: Huang Yan County. In 1979, in the 
ownship the 9 households with 39 members under survey dispursed a total of 9,262 
yuan in cash, of which 3,118 yuan were spent in the rural fairs, representing 33.67 
percent of the total. Of the 19 households with 91 members in the villages under 
survey, a total of 11,823 yuan in cash were expended, of which 3,066 yuan were spent 
in the rural fairs, 25.93 percent of the total. In the cash disbursements of 
collective entities, about 5 percent was involved in rural fair dealings. As for 
the mobile population, 30 percent of their expenditure was made in the rural fairs. 
At the end of 1979, the allocation of money (cash) in market circulation was as 
follows: 27.35 million yuan were held by commune members, 3.43 million yuan were 
held by township inhabitants, 5.66 million yuan were cash held in security belonging 
to collective entities, and 120,000 yuan were held by the mobile population, making 
a total of 36.56 million yuan. According to the different proportions or cash spent 
in the rural fairs through the various channels, the following calculations can be 
made: 


Multiplying 27.35 million yuan by 25.93 percent gives 7,091,800 yuan. 

Multiplying 3.43 million yuan by 33.67 percent gives 1,154,800 yuan. 

Multiplying 5.66 million yuan by 5 percent gives 283,000 yuan. 

Multiplying 120,000 yuan by 30 percent gives 42,000 yuan. 

Total equals 8,571,600 yuan. 

The total volume of money in circulation of the whole county diverted to the rural 
fairs, thus amounted to 8,571,600 yuan. Since money turns over 11.7 times annually 
in the rural fairs only five times in the county as a whole, this cash volume enter- 


ing the rural fair dealings should be multiplied by 5/11.7. To put the figures into 
a mathematical calculation, 8.5716 multiplied by 5/11.7 equals 3.663 million yuan. 


This means that about 3.66 million vyan of the money in circulation of the whole county 


were involved in the rural fair dealings. This figure is basically in line with the 
figure of 3.59 million yuan yielded by the equation mentioned previously. 


An Analysis Of The Development Trend Of The Rural Fair Trade 


As mentioned previously in this article, for the last year or so, the rate of growth 
of the actual transactions executed in the rural fairs greatly exceeded the growth 
rate of the volume of retail sales of social commodities. In 1979, the proportion 

of the rural fair trade as opposed to the total retail sales of social commodities 
in Huang Yan County was 22.98 percent. The estimated figure for 1980 was a higher 
figure of 30.14 percent. Will the proportion continue to climb without limit? This 
is a debatable point. In a short-term analysis, considering the fact that the more 
lenient economic policies were adopted not long ago, a more significant development 
of the rural fair trade is expected . This is particularly true in the case of 
wholesale peddling, the proportion of which will increase. The situation of "going 
for commerce and discarding farming" does exist in a few localities. The development 
of sideline businesses in the villages as well as other d‘versifications will also 
stimulate the growth of the rural fair trade. As the enterprises run by the communes 
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il as the collective neighborhood enterprises in the 


rable part of their raw materials will come from 


will also be sold there. As the individual economy 
, iat is onnectec it the rural fairs in multi- 
ievelopmer ries in different places. Im some 

l fair trade is still in full swing. In other places, 


[ A 
moderate. In terms of a long-term analysis, the growth 
3 executed ij the rural fair cannot and will not con- 
ommodities. There are 


, the major products are handled by the state. What 
‘ 


intry markets are products in excess of fulfillment of 


ne 


products in small quantities. Moreover, the country 

tain specific areas, conducted only 2 out of every 10 
products, locality and time. Second, with the 

in the system of supply and marketing cooperatives, 

ling trade may be displaced. Third, some of the 


‘Ss, as well as the agro-industrial-commercial enterprises 


hases and sales through negotiation, and thus certain 
in volume (that part of contracted purchases and sales 
the communes and production brigades and those taken 
ial enterprises outside of the rural fairs is not 

ual transactions of the rural fair trade as quoted in 

» August the straw mats on sale in Lu Qiao township 

yntracted purchases and seles 


with the execution of 

lucted by the agro-industrial-commercial enter- 

straw mats on sale ha' been reduced to about 600 

tion of more lenient economic policies, in some 

trade gathers momentum suddenly and expectedly, and 
innot distinguish between what are profiteering and 

peddling trade. Furthermore, at present they do not 


nliven the market or to strengthen the necessary man- 
] itinue for a time, but, in time, adjustments will 
the national plan through the application of the law of 


credit, taxation, prices and so on. In consequence, 

; executed in the rural fairs will tend to come into 

ge after a period of comparatively rapid development. 

guideline of readjustment of the national economy and 

f the light and textile industries, it is even possi- 

isactions executed in the rural fair trade may be slower 
ocial products. Basically speaking, the proportion 


total retail sales of social products will tend to be 
money will keep on growing. 


me in terms of 








FOREIGN TRADE 


IMPORTED MATERIALS USED TO EXPAND FOREIGN EXCHANGE REVENUE 
Guangzhou GUANGZHOU RIBAO in Chinese 15 Aug 81 p 2 


[Article by Lao Xu [0525 6079]: "Using Imports To Support Exports, Make Trade Active, 
the City's Foreign Trade System Develops Importing Raw Materials for Processing and 
Realizes Results") 


[Text] The various companies of the city's foreign trade bureau received raw materials 
from foreign firms for processing and at the same time launched operations to "process 
imported materials" to create more foreign exchange for the state. 


"Processing imported materials" is a versatile method of trade using imports to 
support exports. Foreign trade companies import raw materials or spare parts from 
foreign nations, process them and then export them or help to produce other products 
for export. This method creates more foreign exchange than simply charging for pro- 
cessing fees for “processing incoming materials." 


This bureau and its subsidiary companies have for over a year launched “importation 

of raw materials for processing." They have already imported over 100 tons of steel 
materiais, over 100 tons of nonferrous metals, over 600 tons of plastics, scrap paper, 
wood, chemical raw materials and such materials, and forcefully eased the difficulty 
of a shortage of incoming raw materials. The "triangle" brand kerosene stove has 
been pooular in the international market during recent years. The industrial de- 
partments also have productive ability but there is a shortage of raw materials. The 
city’s light industrial exports company imported raw materials to support the develop- 
ment of this commercial product. Last year, 1.5 million stoves were processed and 
produced. During the first half of this year, the exports of kerosene stoves increased 
over onefold over the same period last year. Guangzhou's flash lights are a popular 
item in the international market, but there is a relative shortage of raw materials 
needed for their production. This company also imported raw materials to support 
production and tried to satisfy the production needs as much as possible. Last year, 
over 2.7 million dozen flash lights were exported. During the first half of this 
year, exports of flash lights increased again. In addition, this bureau's related 
departments also imported a group of electroplating materials, plastics dyes, fragrant 
oils and essence of fragrances and such auxiliary materials according to the needs 

in production to improve the quality of hardware products, plastics products and 
foodstuffs and to improve the competitive ability of these commercial products in 

the international market, 
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ting raw materials for processing,” this bureau and its subsidiary 
ttention to helping the development of advanced domestic technology. 
over $300,000 to import a batch of advanced foreign electronic and 
to assemble 15,000 television sets, 15,000 tape recorders, 10,000 
lators, 35,000 watches, 600,000 casette tapes for tape recorders, and 
le ical applainces and other commercial products and they were 
to earn foreign exchange. They created for the state a 
lillion. Since the beginning of this year, they also imported 
e tch of television sets, tape recorders and watches. In the 
2 <panded the revenue from foreign exchange by 1.27 million yuan, 
} times over the same period last year. 
eo 





LABOR AND WAGES 


LIVING STANDARD IN JAINGSU RURAL AREAS RISING 
Nanjing XINHUA RIBAO in Chinese 28 Sep 81 p 1 


[Article: "Commune Members’ Sideline Income Increases, Market for High and Medium 
Quality Commodities Expands"™] 


[Text] The provincial statistical office has announced the results of an economic 
survey of 1,000 rural commune member households in the province's 22 counties: 

in the firs: half of this year, commune member household sideline industries 
continued to develop, cash income increased, the standard of living improved 
steadily, and the market for high ahd medium quality commodities in the country- 
side expanded. 


These 1,000 households had an average per capita foodstuff output from self- 
managed plots (private plots and feed plots) of 36,6 jin, equivalent to 1 month's 
food supply; the increase in output of oil-bearing crops was even more marked, 
reaching a per capita figure of 6.3 jin, which exceeds last year's provincewide 
figuce of 4.4 jin. In the first half of the year the households sold an average 
of 46.5 jin of foodstuffs from self-managed land, sold or slaughtered an average 
of one fattened pig, and sold an average of 12.6 jin of eggs, resulting in an 
increase of 90 percent over last year's figure for products marketed. On average 
the per capita income was 79.2 yuan, of which 51.3 percent was from sale of 
agricultural sideline products. 


In the first half of this year, these 1,000 households had an average per capita 
cash expenditure of 90.4 yuan; the proportion spent for the purpose of foodstuffs 
and daily-use articles (including the “four major items" and major household 
furniture) was equivalent to more than 60 percent of last year's total cash 
expenditures. 


On the average, there were 2.8 bicycle purchases, 2.5 sewing machine purchases, 
6 radio purchases, and 8.4 clock and watch purchases (including 7.4 wristwatches) 
per hundred households in this thousand-household sample. 


The statistics given above indicate that the standard of living of the broad mass 
*f agricultural commune members in our province is steadily rising and that demand 
for high and medium quality products is steadily increasing. The relevant 
departments must make a major effort to increase their production of consumer 
products in order to satisfy the growing needs of the countryside. 
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MENT M SEMENT RESPONSIBILITY SYSTEM DISCUSSED 

A RIBAO in Chinese 28 Aug 81 p 2 

eidu [1508 0160 4648) and Hong Tao [3161 3325]: “Internal and External 
ity of Enterprises Practicing the Economic Responsibility System Must Be 

the urse of implementing the economic responsibility system, the two 
e exter! economic relationship of the enterprise and the internal 

ff distribution within the enterprise must be handled well. One of the 


ement the economic responsibility system is that the state gives 


the enterprise, the profession and even to the locality in order 
of overly tight control and "eating fram the big pot” and to 
external economic relationships of the enterprise well. Combining the 


systems at each level and the principle of distribution according to 


ri 
» 4 


r work *t< ie 


ity 


rcome equalitarianism and to handle well the internal relationship of dis- 
f the enterprise are important foundations for implementing the economic 
ity system. The two links are mutually supplementary and act upon each other. 


ching these two links and simultaneously grasping them well can the economic 


ity system be implemented on an overall basis so that the duties and respon- 
f each sector are clear and the correct combination of the economic benefits 
, the enterprise and the individual worker can be realized. 

e two links be matched well? The key isto emphasize the word “respon- 

Each level must be responsible to the end. The good or poor performance 

m by the industry and the enterprise and the business profit or loss must 
the efforts of the enterprise itself, on the one hand--this is of course 


pect--but on the other hand, they are limited and affected by many factors 
enterprise; for example, the planned index (including yield, quality, profit, 


ich major indexes), whether they suit the actual situation, whether raw 
fuel and power are supplied in time according to plan, whether the 
hannels tor the products are open, whether the price and the tax rate are 


whether the necessary capital and labor can be obtained, whether there 


e autonomy and limitations in business management, etc. These must all be 
with the active support and the rational solution of some economic management 
utside the enterprise, and overly tight control and "eating from the big 

rely affect and confine the enthusiasmof the enterprise. Therefore, to 
he economic responsibility system in industrial production well, the word 
lity” must be emphasized both within and outside the enterprise. If respon- 
issured within but not outside the enterprise, if the lower echelons are 
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responsible but the higher authorities are irresponsible, thus carrying out a “half- 
responsibility system,” then it is certain that responsibility will not be carried out 
well and assurances (assurances of income) will not be solid. The situation will still 
be one of “providing the big meal" by the higher authorities and “eating from the big 
pot" by the lower echelons. Comrades of Suzhou city directed their attention to this 
Situation and asked that these two lin!:s be unified under the word “responsibility;" 

it implemented the level-by-level responsibility system of “the three outer levels" 

and the "three lower levels." The "three outer levels" refers primarily to profits and 
means that the state (province) contracts to the city, the city contracts to the bureau 
(Company), and the bureau (company) contracts to the enterprise; the “three inner levels” 
refers primarily to quotas and means the enterprise contracts to the workshop, the work- 
shop contracts to the shift, and the shift contracts to the individual. We believe that 
this level-by-level responsibility system is indeed a good method. Only in this way 

Can the economic responsibility system be truly implemented. 


Then how is level-by-level responsibility carried out? The forms of being responsible 
for work are not fixed or uniform because they must be suited to the circumstances of 
the place, the time, the profession, the enterprise and the typeof job. External 
responsibility of the enterprise: this can be carried out by regional responsibility-- 
the city and the locality can be responsible to the province. A county can be selected 
as the region to implement on a trial basis the method practiced by Qingyuai County 

in Guangdong. This can also be professional responsibility (bureau, company), such as 
keeping a percentage of the profits and proportionally dividing the profits of the pro- 
fession and the profits of the enterprise (company) with enlarged authority. This can 
be responsibility for the loss of a losing enterprise (profession): losses beyond set 
allowances are not subsidized, the amount of loss not realized is left for use by the 
responsible unit. It can be responsibility for profits of an enterprise making slight 
profits, keeping a proportion of the surplus harvest and keeping more of the amount 
deducted from withdrawals. It can be a conversion of the profits of a small state- 
operated enterprise into taxes according to the method of the collective enterprise. 

It can also be “double reduction by half" and yearend bonuses from surplus profits of 

a collective enterprise, etc. Distribution within the enterprise: this can be wages 
for piecework or wages for piecework over the quota. It can be floating wages with 
rewards for piecework. It can be rewards for surplus yields (including rewards for 
piecework beyond the fixed quota). It can be rewards of work points. It can also 
imitate the linking of planned output with remuneration practiced in the farm village 
to contract production to the shop, shift and the individual. 


At present, in the course of implementing the economic responsibility system in 
industrial production, regardless of which form of responsibility is used and regardless 
of whether it concerns the external economic relationships of the enterprise or the 
internal relationship of distribution of the enterprise, consideration must be given 
to the complexity of this work, the broad scope and the strong policy nature. We 

must investigate profoundly to understand the root cause and analyze the situation on 
an overall basis and seek truth from facts. We must pay attention to one tendency 
covering another tendency, and we must prevent this or that kind of onesidedness. For 
example, the responsibility indexes for a profession and an enterprise must be set so 
that they can be achieved by insisting on tne exercising of effort, and we must also 
make sure that the profession and the enterprise will be able to surpass in yield and 
realize benefits. Similarly, the quotas set internally by the enterprise must be 
Maintained at an advanced level: they must not be too low, thus providing wages for 
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labor not performed as surplus labor, and we must also emphasize that they should be 

they ca high, thus making it impossible for most of the workers 
to achieve the goals and discouraging their enthusiasm. The method of responsibility 
must fully manifest the combination of authority, responsibility and profits 
rprise exercises the authority and reaps the benefits. At the same 
r trengthen national supervisiaqn, prevent and oppose the 
tendency of departmental selfishness and illegal behavior of some enterprises that 
make false reports, converting large public benefits to small public benefits, 
"bilking the nation to fatten oneself" so that we can assure that the nation will 
have increased incame. While handling the relationship of internal distribution of 
the enterprise, we must pay attention to unified planning with due concern for all 
aspects, solve the “five relationships” between new and old workers, operators and 
assistants, workers and scientific personnel, workers and leading cadres, shops and 
shops. We must mobilize the enthusiasm of each sector, we must insist om distribution 
of work according to the quantity and quality of labor, and we must not distribute 
work grossly unevenly because we are afraid. We must not limit “leaders” that have 
emerged. We muSt reward surplus labor. It would be best if we could give rewards 
like they are given in farm villages, “without upper or lower limits;" more surplus 
work should be given more reward and less surplus work should be given less reward, 
and no rewarc should be given when there is no surplus labor. Those units that cannot 
complete the quotas should be punished, and reward and punishment should be clearly 
separated. Otherwise, if we use a “cover” to cover everything, if we do not give more 
reward to more surplus labor or yield, and if we do not give rewards for small sur- 
pluses, then, even if there are differences, even if the differences are small, we can 
only “use small equalitarianism to oppose larce equalitarianism,” and in the end we 
will still be unable to overturn equalitarianism. In the entire work of implementing 
the economic responsibility system, we must pay attention to using economic methods 
to implement the responsibility system and mobilize enthusiasm. We must also rely on 
strong and forceful ideological and political work, actively carry out well the 
ideological building of the group of leaders of the enterprise and the worker team, 
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nd guide the work of popularizing the economic responsibility system to develop in a 
ealthy direction. We must enliven microeconamics through the responsibility system, 
and we must not neglect strengthening the guiding and planning of macroeconomics and 
strengthening the rervision of enterprises by the state. Generally speaking, when 
we do anything, we cannot take care of one thing and neglect the other, grasping this 


side but losing the other side. And to make the responsibility system effective, we 
should increasingly operate in this way. 
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GENERAL 


IMPROVEMENT OF COMMODITY CIRCULATION PRACTICES URGED 
Kunming YUNNAN RIBAO in Chinese 20 Sep 81 pl 
{[Article: "“Resolutely Correct Unhealthy Tendencies in Commodity Circulation"] 


[Text] Recently, in keeping with the spirit of relevant directives by the State 
Council, this province's People’s Government issued a document entitled "Several 
Regulations on Resolutely Checking Unhealthy Tendencies in Commodity Circulation” 
and requested that the various localities and departments implement it 
conscientiously. 


This document cited certain problems in commodity circulation in this province 
and then pointed out that unhealthy tendencies in commodity circulation seriously 
corrupt social values, interfere with the normal progress of regulation and 
reform of the naticnal economy, disrupt smooth implementation of the state plan, 
and hinder normal functioning of the markets. Accordingly, the document 
stipulates the following: 


1. Materials and commodities under state control (including production materials 
and means of livelihood) shall all be managed by the cognizant departments, and 
no other department or unit may manage or engage in commodities activity without 
permission. It is forbidden to use goods for which there is intense demand to 
establish relationships, expedite transactions “by the back door" or engage in 
illegal collaboration. It is forbidden to raise prices, negotiate prices or 
institute "middleman's prices" between two organizations. 


2. The "Notice on Saving Nonproduction Expenditures and Opposing Waste" issued 
by the Central Committee and the State Council is reaffirmed. All departments 
and units are forbidden to use public funds to entertain or give gifts; enter- 
prises and institutions and economic organizations are forbidden to adopt pretexts 
for issuing money to buying and selling personnel to establish relationships. 
It is forbidden to entertain under the guise of inspecting work, inspecting 
production, or holding on-the-spot meetings, cooperative meetings or exchange 
meetings. It is forbidden to demand property from another unit under the guise 
of “cooperation.” It is forbidden to demand or accept such improper additional! 
payments as "sales commissions,” “service charges," or gratuities. Those who 
entertain or give gifts with public funds shall not be reimbursed for their 
expenses; the costs shall be borne by the instigator of the action. Those who 
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visions by demanding or receiving various types of 
ed as having engaged in bribery or corruption. 


’ t reat 
jies, banks and financial departments at all levels must remain on 
trengthen their economic oversight in transfer of accounts, closing of 
‘ llection and reimbursement. Those who act in an unprincipled manner, 
f ation, act by tacic agreement with ringleaders, use official 
(ion to initiate unauthorized relationships, or act contrary to the financial 
€ i ni cem, hall be dismissed. 


ity management department or unit may divert commodities to itself 
r at artiticially cut prices; products whose prices really need to 
ered and for which permission to lower prices has been secured must in all 
pen market for sale. Those who disobey this provision shall 
make up the difference in accordance with the retail price and 
epending the gravity of the offense, be dealt with as accomplices or 
ler 
is strictl rbidden tor any department, unit or individual to engage in 
r profiteering with state materials and commodities which are in 
rt ply, including illegal buying or selling of supply quotas, certificates, 


- 
eipts, or contracts or renting or lending of bank accounts, checks, cash and 
Li 411 vio! li be treated as speculators and profiteers. 


6. Leadership cadres at all levels must set a personal example and are strictly 

forbidden to provide or receive entertainment or to take bribes, to give improper 

instructions or to harbor or tolerate breaches of discipline; they must actively 

support the masses and the auditing personnel in exposing and resisting all 
realthy practices, and must deal strictly with cases of infringement; they are 
rbidden to use any pretext to hinder investigations or to attempt retaliation. 

[Those who are guilty of such offenses shall be subject to the strictures of the 
iw and shall be dealt with harshly. 


e document also requests that all localities and departments conduct a conscien- 
tious inspection of how well policy and the system are being implemented and 
ike effective and resolute measures to put a stop to this unhealthy tendency. 


idition, all relevant departments must join together to do this work 
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GENERAL 


ALL-OUT EFFORT IN FOURTH QUARTER CALLED FOR 
Jinan DAZHONG RIBAO in Chinese 30 Sep 81 p l 


[Article: "Prepare for an All-Out Effort in the Fourth Quarter; Promote the 
Economic Responsibility System"] 


[Text] A provincewide industry and communications work conference was recently 
held in the capital of [Shandong] province. It was attended by persons responsible 
for industry and communications work in all the prefectures and cities, and 

by economic committee chairman, heads of finance offices, and responsible persons 
from industry and communications offices and bureaus directly subordinate to the 
province and in the cognizant departments. At the conference, the relevant 
directives of the Central Committee leadership and the spirit of the national 
industry and communications work conference were communicated to the participants 
and studied; particular discussion and study were devoted to good industrial 
production work in the fourth quarter of this year and good preparations for next 
year's production, continued promotion and improvement of the economic responsi- 
bility system, further effective enterprise reorganization, and effective tech- 
nical transformation of existing enterprises. Deputy province chief Comrade 

Liu Penge [0491 7720] gave the report, and province party committee secretary 
Comrade Qiang Xiaochu [1730 2556 0443] made the closing speech. 


At the meeting, the status of industrial and communications production work in the 
first 8 months of the year was analyzed, and industrial production during the 
fourth quarter of this year and industrial production tasks for next vear were 
studied. All prefectures, cities, departments and enterprises were requested to 
mobilize vigorously for a major effort in the fourth quarter, to do everything 
possible to guarantee fulfillment of this year's state plan and to strive to 
increase output and profits. In addition they were requested to make active 
preparations for next year's production. The following measures for effective 
performance of this year's and next year's industrial production were studied: 
First, continued energetic development of daily-use consumer items, with a focus 
on products of the textile and foodstuffs industries and on ten types of household 
machines, and with emphasis on production in collectively-owned enterprises and 
commune and brigade enterprises. Second, ways must be found to stabilize heavy 
industry and make it gain ground; the key is good work in coal production and 
machinery production. Third, all industries and sectors must give top priority 

to increasing the number of varieties and improving quality, and must improve 


70 





eir products. Fourth, an earnest effort must be made in 


t 3 a d other materials and fuels, and particularly in the 
servation energy, and nservation must be used to achieve increased output. 
ifth, x ement i administration must be strengthened, economic accounting 
ace Stricter, and economic results mu be improvec. 
. tudy was i f the ntinued implemenracion and improvement economic 
res sibility system. It was pointed out that within the economic responsibility 
stern interests of state, enterprise and employees alike must be handled 
rrectly, d with the precondition of large revenues for the state, che enter- 
prises get co retain more money and the employees to earn more money. 
r ez ec earnings should be accompanied by increased profits and higher 
t roductivity. In developing the economic responsibility system attention 
t give: the following points: first, situations in which high- 
profir terprises mab : major effort and low-profit enterprises do not and in 
whi luction is divorced from social needs must be prevented; second, we gust 
ssure product quality, oppose crude, slipshod manufacture, and intensity over- 
sight; ird, in the matter of increasing emplovee earnings, account must be 
taken of ¢ surrounding circumstances; the enterprises’ cost per unit output and 
tr i f wages ¢ mmic cost should be declining, not increasing; fourth, 
e inter petu reated in an enterprise by the economic responsibility system 
i : toward enterprise reorganization and improvement of the quality 
strati ind management. Next year’s performance contract objectives for 
r e's industrial and communications system were studied at the meeting. 
n thi ear’ erformance contract base figures should be used for 
ne ear, adopting them to increased output. In the case v! enterprises with 
i srofits, this vear’s performance contract base figures may be progres- 
ive i sed i certain percentage, and the percentage of profit retained 
aya suitably adjusted; in the caseof enterprises whose output will change 
idera ext year, adjustments can be made in accordance with individual 
ircumst es. Next year's performance contract system should, as far as pos- 
lve performance contracts for each level in each of the industries in 
ct the terprises’ cognizant departments will also have a certain 
i responsibilit 
it f existing enterprises was also studied at the conference. 
technical renovation should be placed on modernizing equipment, 
processes, product replacement, improvement of quality, more 
rieti nerg »nservation and comprehensive utilization of resources in 
r feve better economic results. 
rf. sarticipants requested that leadership cadres at all levels on the 
indus 1 communications front conscientiously study and implement the spirit 
f ft ference problems of the ideological front held by the Central 
moni t t ind stir up enthusiasm, improve work style, overcome slackness and lack 
f ind intensifv ideological and political work. Leadership cadres of 
e industrial and communications departments must visit the lower levels, 


luct their business on-site, and go to the basic levels to solve problems. 
strial and communications offices and bureaus must follow the lead 
leadership ires and organize cadres in these bodies to get down 
the productive labor, put the situation in order 
f key enterprises and get industrial and communications production 
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in a group o 
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GENERAL 


EXPANDED HOUSEHOLD SIDELINE PRODUCTION ADVOCATED 
Nanjing XINHUA RIBAO in Chinese 30 Sep 81 pl 


[Editorial: “Develop Household Sideline Production, Made the Rural Economy 
Prosper” ] 


[Text] While we make a major effort in grain production, the energetic development 
of economic diversification is of great importance for rational utilization and 
development of various resources, vigorous development of commodity production 

and maintaining smooth forward progress in our country’s modernized agricultural 
construction. Currently, while vigorously develcping a diversified collective 
economy, we must devote attention to actively promoting and supporting such house- 
hold sideline enterprises, carried on by individual commune members or as joint 
operations, as breeding [of aquatic products], cultivation, handicrafts, transport 
and services. 


Commune members" household sideline industries are a necessary complement to the 
socialist economy. Supporting these sideline industries is an important part of 
promoting economic prosperity in the countryside. The development of commune 
members’ household sideline industries does not require large investments by the 
State or the collective, results are achieved quickly, and they are capable of 
promoting rapid development of the commodity economy. We should not underestimate 
these activities: if each household raises a few pigs or goats or a flock of 
chickens, ducks or geese, keeps a few rabbits or a few beehives, plants some 
melons, fruit or vegetables, plants a few trees or a few dozen trees near the 
house, or does some weaving, fishing and the like, the cumulative results for 
1,000 or 10,000 households will be considerable. Last year, of the 400,000 
fattened pigs that were sold in Nanjing city and suburbs, 351,000 or 88 percent 
had been raised by commune households. Poultry and eggs are supplied almost 
entirely by household sideline activity. Developing such sidelines is also an 
important way to bringing quick prosperity to the peasants. The per capita 
income of commune members in Suzhou prefecture last vear was 133 yuan, of which 
68.2 yuan or 29 percent was from sideline activities. Some communes, brigades 
and individual commune members relied primarily on sideline activities for their 
cash income. In particular, the best way for some impoverished households with 
limited manpower and heavy burdens to alleviate their difficulties and move toward 
prosperity is development of sideline activities. Developing sideline activities 
can bring unused manpower thoroughly into play and assure full, rational 
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utilization of dispersed resources. Some workers with Limited strength find it 
difficult to participate in ca ctive labor but can make a considerable success 

of a usehold sideline. Moreover it should be noted that after the responsibility 
system is instituted throughout agricultur production and labor productivity 

is increased, surplus manpower and availa 


we may foresee that as modernized methods oc 


production are adopted and labor 


7 
+ 
ible spare time increase, and accordingly 
f 
ll be mre surplus labor available. 


uCTivicy 18S iurtner increased, there wi 


Active encouragement and support of commune members’ household sideline activities 
will provide a means of utilizing large amounts of surplus manpower over and above 
that which the collective places in its own industrial and sideline activities, so 
that the lective and the individual will complement each other and work for 
the development and prosperity of the socialist agricultural economy and the 
development of modernized agriculture. The economic results of commune members’ 
ousehold sideline activities are generally rather good because the sideline 
activities are capable of leading to thorough, rational utilization of dispersed 
resources, thus promoting and supporting the collective economy. If thousands 
nd thousands of households are mobilized, all manner of special personal skills 
ire brought into play and all varieties of resources are rationally emploved in 
developing household sideline activities, this will actually constitute a 
mplete liberation of the rural labor force, of natural resources and of 
roductive forces, and will play an important complementary role in making the 
iiist 1omy prosper 

is province is densely populated with medium and small size towns and cities, 

mmunications is rather well developed, agricultural labor is plentiful, there 
is an abundance of mechanical skills and extensive usable natural resources, 

id not only do there exist manv traditional household sidelines, but many new 


incr 


“1 
s ne 


tivities have been developed, with the result that the province has many 
orable conditions and much potential for developing sideline activities. In 
ent vears, relaxation of rural economic policy has resulted in a considerable 


ease in commune members" household sideline activities in this province. 
percentage of commune members’ net annual incomes produced by these activities 
been steadily increasing, reaching 26.7 percent in 1980; but the 1963 level 
till far from being equalled. The provincial party committee and government 

] ‘alities conduct overall planning for diversified collective 


omies and commune members’ household sideline activities so as to bring about 


peration, and that they strive to make commune members' 
income from household sidelines increase considerably in the next 2 years. 

is also a pressing requirement for the broad mass of cadres who are commune 
;, and we must strive to achieve it as quickly as possible. 


» age 5 } — — 
Sion of labor and coope 


key to developing commune members’ household sidelines is implementation of 
levant policies and the use of policy to enlist commune members’ 


r 


sr commune members complete their collective production tasks, 


te 
vided that they do not rent their land, hire and exploit labor, practice 
sculation and profiteering, or do harm to natural resources, they may engage 
iny form of sideline activity, and all projects which the collective cannot 


but can suitably be assigned to individuals to run should be turned over to 
idual operation as soon as possible. Not only should the enterprises 


‘ain from arbitrary imposition of limitations and interference, but they must 
‘ 


de financial, seed supply, technical and marketing support, and in 


- 
/ 
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particular must redouble their concern for and active assistance of commune members 
in difficulties. In developing their household sidelines, because technical levels 
an! labor inputs differ, the commune members will inevitably and naturally obtain 
different levels of profit. The fact that some commune members’ profits stand 

out a bit above the rest should not immediately lead to the conclusion that there 
is a capitalist polarization, and to restrictions or attacks on commune members’ 
household sidelines. Production teams with excess manpower can offer some 

commune members with skills the option of taking part in communal productive labor 
or specializing in [aquatic products] breeding, handicrafts or other family side- 
lines, while retaining their support from the collective. But some key households 
or specialized-trade households gust have certain obligations to the collective 

to provide accumulation or fertilizer or to complete a state sales assignment 

or the collective'’s capital construction assignment. 


As commune members" household sidelines develop and the number of agricultural 
sideline products increases, it will be insufficient to rely only on the state-run 
commercial channels for circulation, and accordingly effective work must be done 
to promote the country fair trade and to restore and develop the positive effect 
of rural market towns and distribution centers for agricultural sideline products. 
Agricultural sideline products from the commune members’ sideline activities, 
other than those which cannot be marketed according to state standards, may be 
sold at will once state sales assignments are completed. Industrial and commercial 
administrative departments must protect the commune members’ legal activities, 
including facilitating commodity circulation, and gust promote the development 

of the commune members’ sideline activities. Commercial and supply and marketing 
departments must strictly observe state procurement policy and price policy, and 
may not arbitrarily lower the grades or prices of products and thus cause loss to 
the peasants. They must also strive to improve their operating methods, increase 
their service orientation and do everything possible to make things easy for the 
peasants. Comrades in the various industries and in particular cadres at all 
levels must bear firmly in mind the Central Committee's and State Council's 
statement in their circular on the problems of expanding the rural economic 
diversity: “If we do not first address and effectively solve the problem of 
providing basic necessities for the 800 million peasants and of bringing them 
prosperity, but instead think only of buying more of the various agricultural 
sideline products needed by the cities while forgetting to make an all-out effort 
to help the peasants produce mre of these products, so that we are buying up the 
eggs, killing off the chickens and fishing out the ponds, then progress in the 
overall cause of modernization will be out of the question.” 
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- IC ISM ; ATION -FN AS NECESSARY TO BOONOMIC CONSTRUCTION 


; ‘ . “ inesé 5 >ep si Pp 5 
\Articls Lu Yiming [4151 3030 2494): “Will Criticism of Liberalization 
Tendencies Hinder |! m 4 onstruction?” ] 
iTe | For some time there has been a trend toward bourgeois liberalization on 
the ideological front we naturally gust use rigorous criticism and the 

ywecessary amount of struggle to overcome this erroneous tendency. But some 

mrad elieve that * should currently be concentrating our efforts on improving 
the « omy and that opposing bourgeois liberalization may dissipate the leader- 


hip’s and the masses" streneth and hinder economic construction, so that it 


amounts to “dropping a watermelon while grasping for a sesame seed.” This question 
needs t e clarified 
it is true that we shouid oncentrate our efforts on improving the national! 


economy. This is the party's firm and unalterable policy. Back at the Third 
Plenary Session, the Central Committee unequivocally made the great strategic 
policy decision to shift the work of the entire party to the development of 
socialist modernization. The “Resolution on Certain Historical Questions Since 


inndation of the State which was passed by the Sixth Plenary Session also 
rew the histort nclusion that with the socialist transformation essentially 
mplete, the mats itradictions which we must resolve are contradictions between 
the pe e's growing material and cultural needs and backward social production. 
listorical xperience teaches us that the essence of our past errors was that 
nder the euidance of “left™ ideology we failed to carry out unswervingly the 
inty’s strategi hift in the focus of its work, and instead, during the 


Cultural Revolution, we actually came forward with the erroneous “theory of 


tive forces only,” which was fundamentally at variance with historical 
erialiem, with the result that the national economy was gravely harmed. This 
itter lesson. In the future, we must adhere firmly to the central concern 
nomic construction, and unless there is a large-scale invasion by an exter- 


il enemy. we must not again depart from this central concern. This in incon- 


r reibl« 
tut is does not mean that we can be indifferent to problems in the ideological 
phere and trends toward bourgeois Liberalization. According to the Marxist 
Viewpoint, the e nomi base and the superstructure, material production and 


~~ 





spiritual construction are interconnected and interrelated and cannot be separated 
from each other. On the one hand, we should admit the decisive effect of matter 
on spirit and of the economic base on the superstructure. But on the other hand, 
we must also perceive the reaction of spirit upon matter and of the superstructure 
on the economic base. To proceed with our socialist economic construction, it is 
of course important that we act on the basis of objective economic laws, but 
likewise we must not neglect to do effective work regarding the state of conscious- 
ness or to strengthen spiritual and cultural construction. Advanced theories and 
healthy culture and art, in keeping with the socialist economic base, which lead 
the people in their vigorous upsurge, serve as a great impetus toward economic 
construction. Conversely, erroneous ideas and theories and unhealthy art and 
culture hinder economic development. The reason that we engage in criticism of 
bourgeois liberalization on the ideological front is to make our superstructure, 
and especially the state of consciousness, accord better with the economic base, 
sO aS to assure that socialist economic construction can proceed smoothly. 


We must clearly recognize the harm which bourgeois Liberalization brings to the 
development of the four modernizations. In order to carry out economic construction 
we must have a firm and correct political orientation, and all of the people must 
concentrate their minds on it, devote their whole strength to it, and bring bound- 
less confidence to it. But the erroneous tendency toward bourgeois liberalization, 
embodied in certain people's articles, speeches and literary productions, deni- 
grates our socialist fatherland, depicts the socialist system as devoid of any 
merit, disseminates doubt and negative attitudes, disperses the people’s spirit of 
struggle and shakes people's confidence, in the hope of enticing people away 

from the socialist path. But if we leave the socialist orientation, our economic 
work will undoubtedly take an incorrect path, and there will be no question of 
socialist modernization. Implementation of the four modernizations requires that 
the entire party and the entire people unit solidly around the party Central 
Committee and unanimously engage in arduous struggle. But bourgeois liberaliza- 
tion would lead people away from party leadership and would have the party "rule 
without intervention"; it even slanders and ridicules the image of the party. If 
we were to depart from party leadership and separate ourselves from the party, 

the nucleus which leads our cause, our country would inevitably disintegrate; 
without a unified ideology and without a unified purpose, how could there be any 
question of normal economic construction? 


Accordingly, criticizing bourgeois liberalization is not a small matter, some 
“sesame seed" that one can reach for or not reach for, but rather is a major 
matter which has an effect on whether we can adhere to the four basic principles 
and to our socialist prospects. While strengthening leadership over economic work, 


our leaders at all levels must also strengthen their leadership on the ideologi 
front. overcome the current state of weakness and lack of focus, bestir themse! v: 
and boldly seize the weapon of criticism in order to struggle against erron 
tendencies such as bourgeois liberalization. Although this requir: t 

expend a certain amount of effort and do some thorough and painstaking work, 

is worthwhile and must not be underestimated; for it can only ie 1 

of economic construction, it cannot hinder it. 
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Organizations or principal party or government leadership cadres in enterprises 

Or services are found to be involved, they must all be required to make restitu- 

tion in accordance with th iple of “no gaining of unfair profit in economic 
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taken. Any future occur 
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party A. Some contracts require party A to pay for the floating interest payments 
on loans taken out by party B, while party B is not required to be responsible for 
loan interest of party A, etc. The main reason for the emergence of such problems 
is that the fundamental principles in signing economic contracts that must be grasped 
were not understood clearly. 





What are the fundamental principles that must be grasped in signing foreign economic 
contracts? 


First, both parties involved in the signing of the contracts must possess legal 
Status, they must have the authority and the capability to sign and to execute the 
economic contracts. Our representative must be a legal person. A so-called legal 
person is necessarily a legal organization recognized by the state and must be an 
organization which possesses the ability independently to manage property, indepen- 
dently to shoulder the duties related to civilian property and to participate in 
civil disputes. A foreign firm, besides being a legal entity, can be an individual. 
If he is an individual, we must understand whether he has any powers of execution. 
If the foreign firm is a legal corporation, we should understand whether it possesses 
the ability independently to shoulder all ecanomic responsibilities and the ability 
of compensation. The contracts signed by an interested party who does not possess 
legal status and who cannot shoulder economic responsibility will not be assured 

of execution and the responsibility cannot be fulfilled to the other party, and thus 
the contracts themselves lose meaning. Such parties cannot participate in the 
Signing of contracts. 


Second, the signed contract must coincide with related legal requirements of our 
nation. If a contract contains stipulations contrary to our nation's laws, violates 
related regulations of our nation's laws and policies, it is not allowable, and the 
Signed contract is void under the law. 


Third, signing contracts must follow the principle of fairness, voluntariness and 
negotiation. This is because a contract is an instrument stipulating the “union" 

and the "agreement" of both parties. Therefore, the parties of the contract are equal 
under the law. The content of the contract must be discussed in detail, and an 
agreement is finally reached after full negotiation. Only such a contract can 

reflect the common benefits of the parties involved. A contract is legal only when 

it is signed on the basis of equality and voluntary negotiation. All forms of contracts 
which are monopolistic or fraudulent are not allowed. 


Fourth, signing contracts must follow the principle of price equality and compensation. 
Legally speaking, this means the rights obtained and the duties borne by the parties 

to the contract must be reciprocal. No party should enjoy rights but have no duties 

and no party should have duties but not enjoy rights. For example, contracts for 
processing imported raw materials should not’simply state the time of delivery, the 
place, quality and the economic compensation in case of contract violations and not 
state the time of delivery of the raw materials, the location, the specifications 

and quality of the raw materials and the economic compensation in case of contract 
violations. At the same time, conditions for seeking compensation of loss due to the 
failure of executing the contract by the other party should also be reciprocal. 


Fifth, the fundamental content and the legal procedures for signing a contract must 
be complete. The content of the contract must be of a common nature, and specific 
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content according to the different forms of the contract must also be clearly stipu- 
lated. For example, a compensatory trade agreement should clearly state the name, 


quantity, quality, specifications and model numbers, quality and performance, degree 
of newness, how advanced the equipment is, accessories of the equipment, price con- 
ditions, delivery dates, location and means of transport, packaging requirements, 
documentation, inspection, method of repayment, payment conditions, and transfer 

tf property rights of introduced equipment. Reporting procedures must be carried 
out according to regulations, such as requirements for reporting to higher agencies 
for inspection and approval or for notarization, for reporting to industrial and 
commercial agencies, customs and closing account banks. Contracts will be honored 
by law and be legally binding only when all necessary procedures have been completed. 


Sixth, the principle of economic responsibility must be implemented. The contract 
must Stipulate clearly the responsibilities of both parties and the method of compen- 
sation for loss and for the seeking of compensation. It must also have specific 
Stipulations of assurance. Fines or compensation for failure by either party to 
completely carry out the contract must be handled according to contract stipulations. 
Revision and nullification of contracts must be done according to procedures stipu- 
lated by iaw. Neither party has the right unilaterally to cancel or change contracts. 
If one party needs to revise or terminate the execution of a contract, such action 
ust be negotiated and agreed upon by both parties, and it must be reported to con- 


re 


erned authorities and approved. If one party fails to execute the contract and 
auses the other party to suffer a loss, that party must bear the economic responsi- 
ility tor the loss of the other party. 


Foreign economic contracts are written agreements between our nation's companies, 
nterprises or other economic organs and foreign or Hong Kong and Macao companies, 


enterprises and other economic organs tw develop economic exchange and strengthen 
techn sical exchange as signed according to law to establish civilian rights and 
juties. They are legal actions that express the uniform intention of both parties. 
Legally drawn contracts are protected by isw, they are binding on both parties of the 
‘ontract. Contracts cannot be altered without following the law or without the 
between the two parties to the contracts. Therefore, when we sign contracts, 

t do well the preliminary investigation work and also the study and pre- 
paratory work, When signing contracts, we must be serious and conscientious , the 
sontent must be specific overall, the stipulations must be clear and detailed. The 
words of the contract must be clear and exact. Contracts must not be concluded care- 


lessly. Only in this way can the active function of contracts be developed in serving 


« 


} 
the development of foreign economic activity. 
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